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FARM CREDIT ADMINISTRATION 





TUESDAY, JUNE 12, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10 a.m., Hon. W. R. Poage presiding. 

Mr. Poace. The committee will please come to order. 

This morning we have with us Governor Duggan, of the Farm 
Credit Administration, to discuss with us the farm credit problems 
and the organization of the Farm Credit Administration. ‘This is 
but one of the hearings the committee instituted some months ago. 
Unfortunately, we got a little sidetracked in connection with the 
beef-price problems, so we have not been able to follow up our study 
of the Department of Agricutlure as we would like to have done. 

I would like to think of what we are trying to do as being a study 
on the part of the committee of the activities of the Department. of 
Agriculture. The services of that, Department are so large and involve 
so many activities and so varied functions that it is difficult for some 
members of the committee to understand all the things that are 
going on. 

We have asked the heads of the various agencies in the Depart- 
ment of Agriculture to come before us and explain their own activi- 
ties, not by way of investigation, not by way of suspicion of anything 
they are doing, but just by way of trying to know what the Depart- 
ment is doing. We invite each department head to recommend any 
action which he feels should be taken or to suggest any adjustments 
he may care to. 

We welcome all the information you have to give to us. Governor 
Duggan, I believe, vou have prepared here and placed before each 
member of the committee a document which outlines the changes 
that have taken place in farming in recent years, and the organiza- 
tions of your agency. I suggest that vou might proceed to explain 
it as vou see fit, and the committee will be glad to hear you and have 
you proceed in your own way. 


STATEMENT OF I. W. DUGGAN, GOVERNOR, FARM 
CREDIT ADMINISTRATION 


Mr. Dueean. Thank you, Mr. Chairman. We appreciate very 
much the opportunity to appear before you because we know the 
interest you have in the organization we represent, the part you took 
in the passage of laws that helped to establish this organization, and 
your interest in farming generally. 

I have brought for each member of the committee a folder of 
reference material, in which we have an organizational chart of the 
Farm Credit Administration and a series of statements. 
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On the right-hand side of the folder are the activities of the institu- 
tions under the supervision of the Farm Credit Administration. 

Also in the folder, on the left-hand side, we have some background 
material and some economic data; also a chart on the average size of 
farm mortgages recorded over a period of years, and a statement which 
the chairman of the committee, Mr. Cooley, asked me to submit from 
the Farm Credit Board in Baltimore and from the Farm Credit Board 
in Springfield, Mass., with reference to some coordination work that 
is being done in those districts. 

We have included in that material a letter from former Governor 
Mvyers of the Farm Credit Administration with respect to coordination 
at the local level; and a letter from the late Albert S. Goss at the time 
he was Land Bank Commissioner. 

I believe, Mr. Chairman, you said you wou!d prefer that I should 
give you a little background of the changes in the dollar side of farming. 

There have been rather significant changes on the dollar side of 
farming over the years in an amount which I am afraid possibly the 
public generally does not realize. This material is taken from a sum- 
mary of a study made by Cornell University, and it summarizes in that 
first statement the material on the left hand side of, your folder. In 
1907 Cornell University made a farm management study of some 206 
farms in Tompkins County, N. Y. These are dairy farms. Then 
they studied these same farms each 10 years thereafter and the last 
report we have is for 1947 when there were 70 of the original farms 
still operating. There has been maybe a change in ownership, people 
have dropped out, but they are by and large the same farms. 

As you will note in table 1, on page 2 of this document, the size of 
these farms has increased from 132 to 191 acres in that period of forty 
years. 

The crop acres have increased from 69 to 76, which is not as large an 
increase as the increase in size of farm. 

The number of cows has increased from 11 to 25. So you can see 
these are normal family-size farms and are typical of that area. 

Then if you will drop down to table two on the same page—— 

Mr. AnpresEeN. May I interrupt for a question? 

Mr. Poace. Yes, Mr. Andresen. 

Mr. ANpresEN. I believe that the Census Bureau has some recent 
figures, the 1950 census, on farms. I was just wondering if your 
agency or any branch of the Department of Agriculture is to make an 
analysis of the facts found by the Census Bureau, with reference to 
farming, having in mind just what has been done in this connection. 

Mr. DuaaGan. Yes; I am sure that the Bureau of Agricultural 
Economies is, Mr. Andresen. 

And I might add that Minnesota has made a similar study, and 
Wisconsin where similar studies are being made, but they do not go 
back as far as this study by Cornell University, so we picked that for 
that particular reason. All of these studies show the same general 
trend as this study. There is a very excellent one in Minnesota. 

If you will look at table 2 for a minute, the last line, we find the 
capital invested per farm amounted to $6,365 in 1907, and by 1947 
the capital invested per farm had increased to $23,141, which is almost 
four times larger than it was in 1907. Most of that increase, as you 
will note from this table, has taken place since 1937. 
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There is one other significant point on that same table that is found 
in the first column, first line, in the figures on the right-hand side 
of the table, where you will note that in 1907 the real-estate investment 
made up 73 percent of the total capital investment; in 1917 it was 
71 percent; in 1927 it was 68 percent; in 1937 it was 64 percent, and 
in 1947 it was 45 percent. 

In other words, the real estate as of that date was a much smaller 
percentage of the capital investment per farm than it was even 10 
years earlier and it has been going down. That is rather significant 
from a credit standpoint. 

Mr. AnprEsEN. How do you explain that? 

Mr. Duaaan. Real-estate values have gone up some $6,000 for 
those farms from 1907 to 1947—1in 1937 it was $6,069 and increased 
to $10,459 in 1947; also it has increased materially since that time. 
But the capital investment in livestock, in equipment, in machines 
and tools has increased even more rapidly than the investment in 
real estate. The farmer who has sufficient funds to buy a farm— 
and if that is all he has—still has to have funds. to buy the livestock 
and equipment. 

Mr. Poacr. Does that mean not only that the price of livestock 
and equipment has gone up more rapidly than the price of real estate, 
but also the average farm is now carrying more livestock? 

Mr. Duaaan. That is indicated in the second line. 

Mr. Poacre. And more equipment and machinery? 

Mr. Duaaan. Yes. 

Mr. PoaGr. Than in previous years? 

Mr. Duaean. That is correct. 

Mr. AnpRESEN. The year 1947 was the year in which the farmers 
received the highest income in their history. 

Mr. Duaaan. That is right. 

Mr. ANpRESEN. That was the period which you might term a 
rather inflationary one, and after all the controls had been taken off 
and many farmers for a period of 7 or 8 years had not been able to 
buy everything they needed. 

Mr. Duaaan. The production expenses for all farms in the United 
States in 1947 were $16,849,000,000. 

For 1950 the production expenses were $19,100,000,000. In other 
words, farm costs have continued to go up, Congressman Andresen, 
so that there is no fictitious cost figure here. 

Mr. ANprRESEN. You have-a figure of $23,141 in table 2 for 1947? 

Mr. Duaaan. Yes. : 

Mr. ANpRESEN. As compared with the figure of $9,435 for 1937. 
That certainly indicates there has been a decided increase in the cost. 

Mr. Dueaan. There has been. And there has been an increase 
since 1949 also. The estimate for 1951 costs are 10 to 15 percent 
higher than the 1950 costs; and the 1950 costs were some $3 billion 
more than the 1947 costs. 

And, if we go back to 1937 the total production expense for all farms 
was $6 billion, now for 1950 it is $19 billion; that is some $13 billion 
higher costs, or some three times higher than 1937. 

Mr. ANpRESEN. The increased cost of maintenance of equipment and 
operating machinery on the farm is higher; it is at a pretty high level 
of increase for the things the farmer produces? 
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Mr. DuaGan. Yes. Now, if you will turn to page 3, on the next 
page, you will find a table showing the receipts per farm. 

Receipts for farmers have increased over the same period of vears. 
The total amount received in 1907 was $1,495 per farm; in 1947 the 
amount was $12,722 per farm, and most of the increase, as you will 
note, has come since 1937. The receipts per farm in 1947 are nearly 
nine times what they were in 1907. 

While the capital investment has gone up it has not gone up quite 
as rapidly as income, as rapidly as the receipts. The receipts have 
gone up from $3,004 in 1937 to $12,722 in 1947 per farm. 

Mr. Harvey. May I ask you a question there? 

Mr. Duaean. Certainly. * 

Mr. Harvey. It is my understanding—TI am not from New York— 
that the tendency in dairy farming in New York, in the transfer of real 
estate, is for it to be sold on a unit basis, that is, it would be sold to 
include so many cows in the dairy herd, as contrasted with what we 
have in the Middle West where the land is sold usually on an acre-unit 
basis? 

Mr. Duaaan. The studies in Minnesota and the studies for Wis- 
consin that I have looked at and in Illinois show these same indications, 
practically the same thing as this study does. 

Mr. Harvey. The thing that brought to my attention was checking 
with table 1. 

Mr. Duaaan. Yes. 

Mr. Harvey. I notice you had over there in the first column 206 
farms averaging 132 acres per operation, which gives a total of 27,192; 
and in 1947 there were 70 farms with an average acreage of 191, which 
makes 13,370. That would be practically half the acreage that they 
had in 1907, and what I was curious to know, in view of the type of 
farming that prevails in this area in New York, and assuming they did 
trv to take into consideration the same farms and in the same area, 
what happended to the balance of that acreage? 

Mr. Duacan. These 70 farms have larger acreage per farm. 

Mr. Harvey. Yes, I understand that, but they have about half as 
much acreage in 1947 as they had in 1907. 

Mr. Duaaan. Yes. 

Mr. Harvey. What had happened to the other acreage? 

Mr. DuaaGan. Some of that may not be used now for farming; 
maybe it had been taken into some of these operations, but what has 
been done is to take the 70 that are now operating as the same farms, 
but larger in size. ; 

Mr. Harvey. I still cannot figure out where these 13,000 acres 
went? 

Mr. DuaaGan. It may be in some other farms where they have put 
two or three farms together. 

Mr. Harvey. But it would seem to me that the total would be the 
same, 

Mr. Betcuer. They have the same farms all the way through? 

Mr. Duaaan. Seventy of these farms are the same that they started 
off with in 1907. 

Mr. Harvey. I see. 

Mr. Duacan. They have taken the 70. The other farms may have 
some other set-up. 

Mr. Harvey. I understand. 
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Mr. Duegan. But they have just taken these 70 and followed 
them through with the idea of having the same farms for the purpose 
of comparison. 

Mr. Harvey. In other words, in order to keep consistency in farm 
operation rather than the area involved? 

Mr. DuaGan. That is correct, for the purpose of the study. 

Mr. ANDRESEN. Just one other question about this table: The 
principal source of income from these New York farms is from milk, 
is it not? 

Mr. Duaaan. Since the study deals with a group of dairy farms. 

Mr. AnpRESEN. Do you know if the farms that were studied are 
in the milkshed or outside the milkshed? 

Mr. Ducean. The Tompkins County dairy farms, I believe, would 
be in the milkshed area; I am not certain. 

Mr. Anpresen. Then they would have a higher income than farms, 
dairy farms, outside the milkshed? 

Mr. Duaa@an. Yes. 

Mr. ANpresEN. You could not apply this study to the entire State 
of New York? 

Mr. Duagan. No, not necessarily, but the trend there and the data 
is really comparable with the Minnesota study. 

Now, if you will turn to the next table, No. 4, we find the expenses 
in 1907—they look ridiculously small—were $657 per farm. 

In 1947 the expenses were $9,248 per farm, so expenses had increased 
14 times, while farm income had increased nearly nine times. 

You will note that in addition to the $9,000 of operating expense the 
capital investment amounted to $23,000 i farm, or a total of $32,000 
was needed to own and operate one of these family farms in 1947. 

And, the cost of land has gone up since that time, so that farming 
has really gotten to be a business that requires a considerable amount 
of capital and therefore a considerable amount of credit. 

Mr. AnpresEN. In other words, it is a pretty hard business to get 
into if vou do not have the money or the credit to get started? 

Mr. Duaean. Both. You cannot get credit unless you have 
money, Congressman. 

Now, if you will turn to page 6, table 6—and this is really significant 
from the credit standpoint—you will note that in 1907 it required 9.7 
vears for expenses to equal capital investment. In other words, the 
farmer could continue under adversity with total loss.of income for 
9.7 years. If he owned his farm free of debt, it would be 9.7 years 
before he lost all his equity in it, but in 1917 it was only seven years. 
In 1927 it was 5.1 vears; by 1937 it was 4.1 vears, and by 1947 it 
required 2.5 years for expenses to equal capital investment. 

In summarizing this study and the other studies, I think it fair to 
say that farming is more scientific and has become a business requiring 
more capital. When crops are good and prices are good, there will be 
more profit than there has been in the past. It is more hazardous. 

That the farmer can make money and lose it in a shorter period is 
clearly indicated by the number of years and the number of crops 
which he loses before he loses his equity in the farm. Now, the mort- 
gage is a smaller portion of the capital investment, but the risks are so 
much higher that you can see the importance of these factors when you 
go to deal with credit, how much faster the farmer could go broke 
than he could before. 


82877—51—-ser. i—vol. 2———2 
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Mr. AnpreEsEN. And he did that between 1937 and 1947, when we 
have had the most ideal production years? 

Mr. Duaaan. Yes. 

Mr. ANDRESEN. On most farms? 

Mr. DuaGan. We have had very favorable crop-producing years 
and livestock-producing years. 

Mr. ANDRESEN. So, the farm credit agency is very fortunate in that 
respect? 

Mr. Duaaan. Yes. 

Mr. ANDRESEN. We have had two World Wars, at least one war in 
this period? 

Mr. Duaaan. Yes, and we realize that fact. 

Now, if you will look just a moment at the next table, the next 
table just following this Cornell study: Index of Average Size of Farm 
Mortgages Recorded in the United States, 1937 to Date. 

That illustrates the size of mortgages. This is for the country as a 
whole, and shows that the sizes of mortgages have increased rather 
constantly, because of the increased cost of land, which is borne out 
by the Cornell study. Loans made by individuals have increased in 
size most. 

Then, the commercial bank loans are second in increase in size; then, 
the insurance companies third; and the Federal land banks and the 
Land Bank Commissioner loans have increased about 20 percent in 
size since 1940. 

Mr. Poace. Does that mean the individuals are making larger 
loans, or does that mean primarily there have been greater vendors’ 
liens retained by the sellers? Have vendors’ liens generally run much 
higher than they ever ran before because of the greater value in the 
sale price? 

Mr. Duaaan. By and large, the ratio of loan to price is no larger 
than it has been in the past. ‘The larger loan is due in some instances 
to larger farms; and, second, it is due to increase in the price of farm 
land, so that the total investment has increased, as shown in the 
Cornell study, where you see the increase in land went from $4,600 to 
$10,000 in the period from 1907 to 1947. 

Mr. Poacr. If the percentage of vendors’ liens is 75 percent of the 
sales price, even if they are paying only $7,500, that would account 
to a considerable degree for the sharp curve shown for individuals; 
would it not? 

Mr. Duaaan. Yes. Now, if it meets with the approval of the 
chairman, I have about a 3-page statement which it might be 
well to give to the committee, since it covers the general activities 
of the Farm Credit Administration? 

Mr. Poacr. We will be very glad to have you do so. 

Mr. Duaaan. First, the Farm Credit Administration: The Farm 
Credit Administration, established pursuant to Executive Order 6084, 
dated March 27, 1933, and the Farm Credit Act of 1933, exercises 
general supervisory authority over a national system of cooperative 
agricultural credit authorized by the Federal Government. The 
general purpose of this farm-credit system is to provide a dependable 
source of Jong- and short-term credit at all times to farmers and 
farmers’ cooperative associations on a sound basis and at reasonable 
interest rates. The Farm Credit Administration supervises, coordi- 
nates, and examines—and we have all of these three functions to 
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perform—supervises, coordinates and examines, and furnishes vari- 
ous services to the banks, corporations, and associations included 
in the system and, in addition, provides research and service facilities 
for farmers’ cooperative associations generally as authorized and 
directed by the Cooperative Marketing Act of 1926. 

Farm-credit institutions: The United States, including Puerto Rico, 
Hawaii, and Alaska, is divided into 12 farm-credit districts, in each 
of which there is a Federal land bank, a production-credit corpora- 
tion, a bank for cooperatives, and a Federal intermediate-credit. bank. 
A farm-credit board in each district constitutes the board of directors 
for each of the district institutions. The Federal land banks and 
approximaiely 1,200 national farm-loan associations provide long- 
term farm-mortgage credit, the production-credit corporations super- 
vise approximately 500 production-credit associations Making short- 
term agricultural-production loans, the district banks for cooperatives 
and the Central Bank for Cooperatives in Washington, D. C., extend 
credit to farmers’ cooperative associations, and the Federal inter- 
mediate-credit banks discount agricultural loans. In addition, the 
system includes the Federal Farm Mortgage Corporation. 

Lending activities: From organization in 1917 through December 
31, 1950, the Federal land banks made 1,169,199 loans to farmers 
aggregating $4.3 billion. These loans were supplemented by 679,716 
Land Bank Commissioner loans in the total amount.of $1.2 billion 
made since May 1, 1933. The authority to make Commissioner 
loans expired July 1, 1947. Production-credit associations made 
4,003,899 loans for $8.5 billion from 1933 to December 31, 1950. 
From organization in 1923 through December 31, 1950, the Federal 
intermediate-credit banks extended credit: in the amount of $16.2 
billion, of which $12 billion was to farm-credit institutions. The 
13 banks for cooperatives from 1933 to December 31, 1950, extended 
credit totaling $4.7 billion to 4,307 farmers’ cooperative associations 
having a total membership of about 4.5 million. Also, the Coopera- 
tive Research and Service Division has provided research, counsel, 
and educational service for a large number of farmers’ cooperatives 
since its activities were authorized in 1926. 

During the calendar vear 1950, farm-credit institutions made loans 
and discounts totaling slightly more than $3.3 billion, including 
about $1.4 billion of Federal intermediate-credit bank loans to and 
discounts for other farm-credit institutions. Total loans and dis- 
counts outstanding at the end of the year approximated $2.3 billion 
and gross assets about $3 billion; these amounts include $0.5 billion 
Federal intermediate-credit-bank loans to and discounts for other 
farm-credit institutions. 

The Federal intermediate-credit banks are primarily banks of dis- 
count, and about 80 percent of the business of these banks is in dis- 
counting paper and lending to production-credit associations. 

Mr. Poace. In other words, most of the business done by the in- 
termediate-credit bank is also reflected in these totals and shows up 
twice in the total? 

Mr. Duaa@an. In the total, but then we pull it out by showing how 
much it is with the other units. 

While some funds used in lending operations are obtained from 
commercial bank borrowings, most of such funds are obtained from 
the sale in the investment market of Federal farm-loan bonds, Federal 
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intermediate-credit-bank debentures and Central Bank for Coopera- 
tives debentures, none of which are guaranteed by the Government, 
either as to principal or interest. 

In other words, these institutions obtain lending funds on their 
own security, from these sources, and none of them are guaranteed 
by the Government, either as to interest or principal. They have to 
be sold in the open market. And we have also borrowed from com- 
mercial banking institutions on the security offered and the endorse- 
ment of the borrowing institution. 

Ownership of farm-credit institutions: The capital stock of the 
farm-credit institutions was held by member borrowers and by the 
United States Government at December 31, 1950, as follows: 


Institution Member __U.8 
borrowers | Government 


Wholly member-owned Federal land banks 1 $60, 197, 235 


Mixed ownership: Banks for cooperatives (includes guaranty fund) 16, 647, 300 $178, 500, 000 
Wholly Government-owned 
Federal] Farm Mortgage Corporation -_.- 


10, 000 
Production-credit corporations 2 42, 235, 000 
Federal intermediate-credit banks 60, 000, 000 

Total aera ‘ 76, 844, 535 280, 745, 000 
! Of this amount $258,975 is owned by direct borrowers of the Federal land banks, and $59,938,260 is owned 


by national farm loan associations, whose farmer members own an equal amount of capital stock of national 
farm loan associations. 

2 Of this amount $15,728,250 is reinvested in capital stock of the production credit associations. In ad- 
dition, the member borrowers own capital stock in these associations in the amount of $71,144,720. 


The net worth of the 12 Federal land banks on June 30, 1950, 
amounted to $271,779,191, all of it owned by the borrowing members. 

The net worth, as of June 30, 1950, is made up as follows: 

Capital stock of $59,287,930 all of which is owned by the National 
farm-loan associations and a few direct borrowers. 

Legal reserves in the amount of $97,557,587. 

Earned surplus, $114,933,674. 

In addition, the national farm loan associations, some 1,200 as- 
sociations that own the land banks, had legal reserves amounting to 
$7,145,623; surplus reserves of $6,258,040; and an earned surplus of 
$23,765,277, or a total surplus and reserves of $37,166,940 as of June 
30, 1950. That shows a very strong position for the 12 Federal land 
banks. They have paid off their Government capital. 

And in the banks for cooperatives, including guaranty funds, the 
total membership owned capital amounted to $16,647,300. 

The United States Government had an investment in these banks of 
$178,500,000. This came over from the old Farm Board revolving 
fund. These were the funds that were used to provide the original 
capital for the 13 banks. 

Wholly Government-owned as of December 31, 1950: Federal 
Farm Mortgage Corporation, $10,000 of Government capital. 

Production-credit corporations, $42,235,000 of Government capital. 

Federal intermediate-credit banks, $60,000,000 of Government 
capital. 

In all these farm-credit institutions the member borrowers had 
$76,000,000, plus; the Government, $280,000,000, plus. 
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Every dollar the Government has ever put into any farm-credit 
institution has either been repaid or is intact and unimpaired, and 
each of the corporations has a rather substantial surplus and reserve. 

For instance, the Federal intermediate credit banks had, in addition 
to the $60,000,000 of Government capital, surpluses and reserves ot 
$38,500,196 on June 30, 1950, making a total of $98,500,196. 

The banks for cooperatives as of December 31, 1950, in addition to 
the total capital stock of $195,147,300, had a legal reserve of 
$13,457,226, and a reserve for contingencies of $6,150,000, and an 
earned surplus of $35,909,383, or total reserves and surpluses of 
$55,516,609. 

A fundamental objective of the Farm Credit Administration is to 
encourage and assist farmers in acquiring ownership of the institutions 
which it supervises. Substantial progress has been made in this 
respect. The Federal land banks have been wholly owned by farmer- 
borrowers since 1947, and 176 of the 500 production credit associations 
were entirely member-owned at the beginning of 1951. Proposed 
legislation was introduced in the Eighty-first Congress which provided 
a plan under which farmers’ cooperative associations could become the 
owners of the banks for cooperatives. This legislation passed the 
House but was not acted upon by the Senate. 

Administrative expenses: The Farm Credit Administration has 
followed the policy of reducing expenses to the minimum compatible 
with sound administration in carrying out its responsibility under 
the law, and the institutions under t's supervision hey e given coudnu 
attention to improving methods of operation to reduce expenses. 
The estimated number of employees of the Washington office of its 
Farm Credit Administration and these district institutions for the 
fiscal year 1952 is approximately 62 percent less than the number of 
employees in 1940 for comparable functions and the total cost of per- 
sonal services about 26.5 percent less. During the same period the 
combined volume of business handled by all the institutions increased 
substantially. The attached table reflects similar comparisons 
by institutions. 

Approximately 80 percent of the funds for administrative expenses 
of the Farm Credit Administration is obtained from assessments 
against the district institutions and only 20 percent from direct 
appropriation. The distribution is determined by a comprehensive 
analysis of services performed. The administrative expenses of the 
institutions comprising the system are paid from their corporate funds. 

Influence of farm credit system: While only 10 to 12 percent of the 
total credit used by individual farmers and ranchers is being furnished 
currently by farm credit institutions, the influence of the system is 
widespread. In every type of agricultural credit the system’s co- 
operative institutions set standards for interest rates, terms, and 
general credit service adapted to the specific needs of farmers and 
their cooperatives. As these standards are more generally adopted 
by other lenders, the benefits will become even more widely spread. 
Thus, the lending activities of these institutions have a stabilizing 
influence in the field of agricultural credit. is 

I think the committee would also be interested in the table on 
selected comparative data, fiscal years 1940-52. We have made a 
eet with the fiscal year 1940 preceding World War II with 

OZ. 
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Selected comparative data, fiscal years 1940-52 








1952 increase or decrease 








Fiscal year | rae rer | (—) from 1940 
1940, actus aa 
940, actual | mated ! 
Units Percent 
PERSONAL SERVICES | 
| 
Man-years (average number of employees): | 
Farm Credit Administration. ___ 2 1, 308 469 —R3i 2 
Federal land banks } 4.614 1] 24 —3 oo = 
Federal intermediate credit banks : 43] 287 | —144 —33.4 
Production credit corporations. _. 204 176 | —118 —40.1 
Banks for cooperatives. __________ 220 1 230 | 10 4.5 
General agents..........-......... 432 1 267 | —165 | —38.2 
eG waitacniesevbubicbnweeaces ax 7, 299 2, 753 | —4,546 | —62.3 
Cost: 2 i ; } ; | ’ 
Farm Credit Administration 2 $3, 376, 259 | $2, 487, 800 $888, 459 26. ¢ 
i str a" 3, 376, 25S 2, 487, -  45¢ — 26.3 
Federal |and banks i 9, 246, 408 1 5, 587, 809 | —3, 658, 599 | —39. 6 
Federal intermediate credit banks. __.___ 1, 073, 975 1, 150, 000 | 76, 025 | 7.1 
Production credit corporations. tna | 881, 575 963, 843 | 82, 268 9.3 
Banks for cooperatives________- } 649, 699 1 1, 114, 366 | 464, 667 | 71.5 
General agents____. IAS ee 838, 769 | 1 513, 936 | —324, 833 ~38.7 


i ceutdniitucke tas saxhaie tice . 16, 066, 685 11, 817, 754 | —4, 248, 931 —26. 5 


VOLUME OF BUSINESS ad 


Federal land banks (including land bank } | 
commissioner loans): } 
Numbcr of loans closed. . 32,801 | 1 43, 538 | 10, 737 32.7 
Amount of loans closed | $86 071 ,47S | § $299, 456. 058 | $113, 364, 580 | 131.7 
Number of loans outstaading 1, 050, 014 | 1 367, 946 | —682,063 | —64.9 
Amount of loans outstanding | $2, 549, 258) | 218 | 1 $980, 197,640 | —$1, 569,060,578 | —61.5 
Federal intermediate credit banks: | 
Amount of loans closed | $471,921, 279 | $1, 702,409,000 | $1, 230,487.721 | 260.7 
Amount of loans outstanding $237, 338,445 | $680, 028, 290 $442, 689,847 | 186.5 
Production credit corporations: Production 
credit associations } | 
Number of members | 290, 578 500, 006 | 209, 422 72.1 
Farmers’ investment in capital stock | $16, 680, 100 | $79, 000, 600 | $62, 319, S00 373.6 
Number of loans closed } 229, 566 | 320, 000 96, 434 | 39.4 
Amount of loans closed | $328, 542.002 | $1 149, 090, 000 | $811, “4 998 | 247.2 
Number of loans outstanding 217, 128 275, CO | , 872 | 26.6 
4 mount of loans outstanding $199, S02, 5A $620, 000, 000 | $420, 197, 440 | 210.3 
Banks for cooperatives: 
Amount of credit extended | $92, $68,454 | 1 $372, 629, 298 $279, 760,844 | 301.2 
Number of loans outstanding a8 1, 689 11, 754 | 65 | 3.8 
Amount of credit outstanding | $63, 333,429 | 1 $244, 695, 580 | $181, 272, 151 286. 2 





1 Actual 1950 data for F LB’s and BC’s; 1951 data for GA’s. 
2 Adjusted for comparability with 1952. 


In 1940 there were 1,308 employees on the payroll of the Washington 
office of the Farm Credit Administration. For the fiscal year 1952 we 
will have 469 employees on the Washington office payroll, and we have 
less than 500 now. And, in this 469 we have the examiners who 
examine each of the 1,200 national farm loan associations, 500 pro- 
duction credit associations, 12 Federal land banks, 12 Federal inter- 
mediate credit banks, 13 banks for cooperatives, and 12 production 
credit corporations annually; some 100 examiners, within the 469. 
Then, we have the registrar and his staff in each district, who holds 
the collateral of the institutions, which is the security for the bonds 
that are sold to the public. 

And also we have the reviewing appraisal staff in each district, 
included in the 469 employees in Washington. 

In other words, since 1940, we have cut the personnel in the Wash- 
ington office by 64.2 pertent. There has been a gradual reduction 
each year. In fact, we think we have cut as far as we can and still 
perform the statutor y obligations required by law. 
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For the Federal land banks, there is a reduction in personnel from 
4,614 in 1940 to 1,324 in 1952, or a reduction of 71.3 percent. 

For the Federal intermediate credit banks there is a reduction in 
personnel from 431 to 287, or 33.4 percent. 

In the production credit corporations, a reduction from 1940 from 
294 to 176 in 1952, or 40.1 percent. 

In the banks for cooperatives, there has been a slight increase, from 
220 to 230, or 4.5 per cent. 

In the general agent’s offices in the districts, including the general 
counsel, research work and other work, the number has been descreased 
from 432 in 1940 to 267 in 1952, or a reduction of 28.2 percent. 

Mr. Poage. Will you explain a little more fully the functions of the 
general agent’s office? 

Mr. Duacan. The general agent’s office includes employees who 
perform services for all the institutions at the district level, and in- 
cludes the legal staff. 

Mr. Poace. I know, but exactly what does the Farm Credit do 
then? 

Mr. DuaGan. We supervise from Washington. We do not perform 
the service in the districts these employees perform. 

Mr. Poaar. These people are out—— 

Mr. Duaean. They are in the district. 

Mr. Poace. This is Farm Credit service out of Washington? 

Mr. Duacan. No; they are employed by the farm cre dit boards in 
the 12 districts—the Houston Board, for instance. Now in each case 
an official in the district also acts as a general agent and his staff in- 
cludes the lawyers, the research personnel and personnel officers; it is 
the type of personnel that perform common services for all of the units; 
they are board employed and paid employees. 

Mr. Poaae. I still do not quite get the distinction between the term 
“general agents’ and ‘Farm Credit Administration.” The Farm 
Credit Administration, as I understand the term, is the supervisory 
agency for the land banks, for the intermediate credit banks, for the 
production credit corporations, and so on? 

Mr. Duacan. From Washington; yes. And in Houston you have 
the Farm Credit Board? 

Mr. Poaace. Yes. 

Mr. Duaean. It is also the board for each of the four corporations? 

Mr. PoaGe. Yes. 

Mr. Duaaan. That farm credit board elects a president of each of 
the units. In the case of Houston Mr. Evans, who is president of the 
land bank, is also general agent, and as general agent he has under his 
supervision the joint services for the land banks, for the banks for 
cooperatives, for the production credit corporations, and for the inter- 
mediate credit banks. He also supervises the research service, legal 
service, personnel service, and that type of work, because it is felt it is 
more economical to do it that way than to have each institution having 
its own lawyers, for instance. 

Mr. Poage. | see. 

Mr. Duaaan. The officers and personnel in the districts are the 
ones that do the actual operating job and what we do in Washington 
is to supervise, examine, and to perform services for the districts but 
not their type of operation. Those are the only operations that we 
carry on in Washington, except for the program carried on by the 
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central bank for cooperatives. We do not have any operating program 
here. 

Mr. Poace. I do not quite get in my mind yet the distinction you 
draw between the Farm Credit Administration and the general agents. 
The general agents are paid 

Mr. Dueean. And employed. 

Mr. Poacr. And employed by the special agents with the land bank? 

Mr. Duaean. By the districts; the 12 farm credit district boards. 

Mr. PoaGe. In the 12 headquarters? 

Mr. Duaean. Yes. 

Mr. Poacr. They are not employees of the United States Govern- 
ment and they are not paid by the United States Government? 

Mr. DuaaGan. No. 

Mr. Poacr. The Farm Credit Administration employees are em- 
ployed by the Government? 

Mr. Duaean. Yes. 

Mr. Poacr. That is, the Washington office employees? 

Mr. Duaeaan. In the Washington office, and those in the field paid 
by the Washington office; yes. 

Mr. Poacr. The 469 are civil-service employees, are they not? 

Mr. Duaaan. Yes. 

Mr. PoaGce. So they are Government emplovees. Are they paid 
by the Government? 

Mr. Duaean. No. 

Mr. Poace. They are not? 

Mr. Duaaan. No. 

Mr. Poacr. What is the distinction? 

Mr. DuaGan. We supervise the land banks, the intermediate 
credit banks, the production credit corporations, and the banks for 
cooperatives and a major portion about 80 percent of the expense 
of the \\ ashington office, including my salary, is assessed against the 
district institutions. Congress authorizes the use of these assessments 
in our appropriation bill, and the law provides that the Farm Credit 
Administration shall assess these districts unit for the cost of super- 
vision and examination. 

As to the other 20 percent, last vear the Congress appropriated 
$500,000 for the Farm Credit Administration primarily ‘to carry on 
cooperative research and service work for cooperatives. That is all the 
appropriated funds. And the budget this vear provides for $580,000— 
1 do not know how much we will get. 

Mr. Poace. The committee cut it? 

Mr. Duaeean. The committee cut it to $300,000—$280,000 reduc- 
tion. It.was discussed on the Floor of the House, and that is why | 
do not know how much the final figure will ge. But all of the other 
expenses of the Washington office are paid by assessment to the 
districts. 

Mr. ANpreEseN. I thought vou said earlier in your statement that 
80 percent of the cost of the system was paid by assessment. 

Mr. Duacan. Eighty percent of the cost of the Washington office 
of the Farm Credit Administration. 

Mr. AnprESEN. And 20 percent? 

Mr. Duaaan. By appropriation. And in that 20 percent is included 
the Cooperative Research and Service Division which has about 60 
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employees who do research and service work for the 10,000 cooper- 
atives, not all of the 10,000, but all of them that request it. And I 
might say that those 10, 000 cooperatives are, by and large, small 
business, because 9,500 do $1,000,000 or less business a year. 

Mr. ANpRESEN. I notice that you have a reduction of personnel by 
62.3 since 1940 and the reduction in the expense in operating the 
system was 26.5. 

Mr. Duaean. That is right. I was coming to that. 

Mr. AnpresEN. Is the reduction in the personnel due to the 
decrease in loans or the demand for loans or in increased efficiency 
of the personnel? 

Mr. Duaeean. If you will let me follow through this table, I think 
I can answer your question. 

I will answer first your question about it dollarwise. The cost for 
personnel services for tne Farm Credit Administration in the Wesh- 
ington office was $3,376,259, in 1940, and for the fiscal year 1952 it is 
estimated at $2,487,800, a decrease of 26 percent. The reason that the 
decrease in the actual dollar cost is not as much as the reduction in 
personnel is that salaries have increased materially since 1940. In 
spite of absorbing all increases in salaries we have still reduced our 
costs in the Washington office by about one-fourth since 1940, about 
26 percent, almost $1 million. 

You can follow on down as to the reduction in the land banks, the 
Federal intermediate credit banks, the production credit corporations. 
The banks for cooperatives are up in actual cost; there has been some 
increase in personnel there and increases in salary. 

To answer your question as to volume of loans, the Federal land 
banks will make more loans in 1952 than they made in 1940 by about 
10,000 or 32 percent, 

The amount of loans closed will be about 131 percent more, but the 
number of loans outstanding will be materially less, about 367,000 
as compared to the 1940 figure of about 1,000, 000. 

So far as supervision is concerned, we still have the 1,200 as- 
sociations to supervise, in other words, the volume of business does 
not materially affect the amount of supervision we have to do in 
Washington. It affects somewhat the work of examinations, the 
pieces of paper that have to be examined, but otherwise the volume of 
business would not materially change that. 

Mr. Harvey. A request was brought to my attention from district 
4 that not enough leeway was given in the district with regard to the 
estimated number of employees that they felt was required. A specific 
example was given that was brought to my attention from that district 
that the number of employees that they were permitted was fixed by 
the Farm Credit Administration and, apparently, their suggestions 
and estimated needed requirements were overridden by the Farm 
Credit Administration. They felt that a greater number of men were 
required in the supervisory capacity from the Louisville headquarters 
than the Farm Credit was willing to permit. 

I went into it rather briefly with the Bureau of the Budget and their 
reply to me was that the policy of the Farm Credit Administration 
had been not to permit deviation within districts as to the number of 
employees, in other words, you will correct me if I am wrong, the 
Farm Credit Administration here determined what they thought 


82877—51—ser. i—vol. 2———3 





162 ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


was a proper number of employees for each district and it was fixed 
in the budget according to those estimates. 

Is that the manner in which you proceed? 

Mr. Duaaan. No. We do get estimates from the districts as to 
their personnel requirements and as to their dollar requirements for 
these wholly owned Government corporations. I presume that is 
what you are speaking of. 

Mr. Harvey. This had to do with the production credit corpora- 
tion. 

Mr. Duacan. We may recommend the sum for the 12 districts, but 
we do review it and we have followed a tight budget. That is correct. 
We have, because we are greatly concerned about the costs of oper- 
ations. The cost of operation has gone up tremendously. Salaries 
have gone up tremendously. All of the cost has to be passed on to the 
farmer in interest rates. 

Then we go to the Bureau of the Budget with an estimate of our 
requirements. The Bureau of the Budget has not always approved. 
They sometimes cut our request. 

Then it comes to the Congress. In some cases Congress has further 
cut it, but very seldom has Congress made substantial cuts. They 
have made cuts of 10 percent which is a pretty substantial cut, if you 
have squeezed down as tight as you can. 

Then the authority to expend so much of the corporation’s funds is 
provided in the appropriation act. 

Then the Commissioner will work with the 12 presidents and they 
with the 12 boards to distribute the lump sum fund to the 12 districts. 

I do not think there has been any injustice between one district as 
compared to another. 

Mr. Harvey. I did not intend to convey that there had been 
injustices. In fact, let us take the specific example of breakdown. 
Suppose in the fourth district that you had a great many more pro- 
duction credit units, local units, than you would have, say, in the 
district adjoining or some other district in another part of the United 
States, would that mean that the funds for supervision would be 
distributed exactly, that is, divided into 12 parts and distributed? 

Mr. Duaean. It would be distributed on the basis of workload, 
taking into account all factors. You may have a certain type of 
agriculture that requires more supervision or more steady super- 
vision. 

Mr. Harvey. I have had some experience, in fact, I worked with 
the production credit at the local level. The example that was 
brought to my attention was that the budget did not. provide for the 
production credit corporation of the district to have an extra man or 
two who could be used to shunt from one spot to another where you 
have a secretary who may quit on short notice. I do not know how 
many production credit associations there are in the Louisville 
district, but I presume there are quite a considerable number. 

Mr. Duaean. I would presume some 35 or 40. 

Mr. Harvey. The need, of course, is very great for somebody who 
can step in and take over and continue the operation on a temporary 
basis until a more or less permanent secretary can be located. Their 
contention was that the budget did not permit them to have available 
these additional personnel who could step in on a temporary basis, 
take over, and keep the credit association operating until additional 
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personnel, permanent personnel, could be employed and properly 
inaugurated in their duties. That was the complaint that has come to 
me. 

Mr. Duaean. We do not have in any district any surplus personnel 
that can be used, or even any personnel that can be switched around 
that way. You take in the Columbia district, there are 90 associa- 
tions in that district. It is a tight budget. 

I want to amend one statement that increased costs would have to 
be passed on to the farmers in the increased interest rates. That is 
not true in the case of the production corporations. They make no 
loans. They have to use income from their capital and the earnings 
from capital to pay their operating expenses. That is reaily, in fact, 
a cost to the Government. So that the cost for the production credit 
corporations is not, in fact, paid by the borrowers. It is paid from 
capital funds of the corporations. 

Mr. Harvey. In other words, someone who is operating now in the 
Louisville district in a supervisory capacity within the production 
credit, that is, the local production credit association group is, in fact, 
paid wholly out of Federal funds? 

Mr. Duaaan. Production credit corporation employees are paid 
out of funds of the corporation, a wholly owned Government corpo- 
ration, so indirectly it is from Government funds, yes, sir. 

Mr. Harvey. I am wondering if it is contemplated by the Farm 
Credit Administration that it would be advisable as the local cor- 
porations or associations become more nearly wholly and self-support- 
ing to grant them more leeway with regard to their personnel and the 
needs, particlarly, in the field of supervisory needs? 

Mr. Duaaan. I would say that as the production credit associa- 
tions become wholly farmer-owned they should be studying, and I hope 
they are studying—we encourage them to do so—ways and means by 
which they would be able to pay their costs of supervision if assessed 
against the association. And along with that then they would have 
to get approval of Congress to pay the costs of supervision. Possibly, 
the associations in a dividend-paying position should give consideration 
to it now. 

Mr. Harvey. You mean that the production credit associations are 
operating within the districts and are not now making enough money 
to carry the load? 

Mr. Duaaan. It would increase the interest rate if they continued 
to build up. That is, if they continued to pay back the Govern- 
ment capital and at the same time pay the full cost of supervision— 
they would have to increase their interest rate or cut down on their 
reserves and surpluses which, I think, are greatly needed be- 
cause of the greatly expanded volume of business. I know they are 
greatly needed. 

Mr. Harvey. In other words, what you are saying is that the 
Government is paying the employees that do the work, so that they 
can pay the Government back for the capital stock? 

Mr. Duaaan. The supervisory force is pushing, of course, to get the 
capital stock paid off and thev have made progress on that. You see 
it was originally $120,000,000 and it is now down, as I pointed out 
earlier, to about $42,000,000 in the production credit corporations of 
which about $6 million is in production credit associations. 
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’ Mr. Harvey. Then it is anticipated rather than to gradually ease 
this off you will go ahead on the present basis until the capital stock 
has been wholly retired and then immediately turn the operations 
within the districts to the officers so that as far as personnel and so 
forth, are concerned, they will be self-governing? 

Mr. Duaean. I would say that my personal views are that when a 
production credit association gets in a dividend paying position, then 
it should be assessed for the supervisory cost. I have not discusséd 
this with the 12 districts as yet. 

Mr. Harvey. Would that anticipate allowing a certain amount of 
leeway within the district as to their personnel requirements? 

Mr. Duaean. It would depend on the act of Congress. As long as 
the PCC is a wholly Government-owned corporation then it takes an 
act of Congress to authorize the expenditures for personnel services 
annually. 

Mr. Harvey. Is that the present prevailing practice in the land 
bank? 

Mr. Duaean. The land banks are wholly owned by the farmers and 
it does not require an act of Congress. That is the difference. One is 
wholly owned by the Government and the other is farmer owned. The 
mixed ownership corporations are the banks for cooperatives. They 
are in the same position as the Federal land banks as to their budgets. 
The banks for cooperatives are partly farmer-owned and partly Gov- 
ernment capitalized or Government-owned. They are not required 
to get authorization of Congress for their administrative expenses, 
personnel, ete. 

Mr. Harvey. Have you recommended or are you planning on 
recommending legislation that you have suggested with regard to 
production credit? 

Mr. Duaeean. We are planning on studying it and discussing it with 
the boards of directors from the 12 districts at a conference in October 
that will be held at Asheville, N.C. 

Mr. Harvey. I do hope you will give consideration to these. 

Mr. Duacan. We are concerned about the tightness of some of our 
budgets, and we feel that a 10 percent cut on these institutions on our 
budgets that have already been reduced would make it almost im- 
possible to carry some of these things out. 

Mr. Poage. Will you go back now into the primer, because I am 
trying to get this lesson and I am not getting it, at least, 1 am getting 
confused on it. 

Do I understand that the Federal Government pays the salaries of 
the employees of the production credit associations? 

Mr. Duaaan. No, none of the associations, no. All salaries are 
paid by the associations. 

Mr. Poaas. Paid by the associations from the association earnings? 

Mr. Duaean. From their funds, yes. 

Mr. Poacr. If they do not make any earnings, how about that? 

Mr. Duaean. From the resources of the association. 

Mr. Poaae. So there is no Government payment of salaries of the 
employees of the production credit association? 

Mr. Duaean. No. 

Mr. Poace. How about when you get up to the intermediate 
credit banks? 
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Mr. Duaean. When you get to the corporations at the district 
level, each of the 12 production credit corporations is a wholly owned 
Government corporation with no other income than income from 
capital provided by the Government, except that when an Association 
in which a corporation owns capital stock pays a dividend, they pay 
also to the production credit corporation, but those dividends have 
been relatively minor, so that the major portion of the funds of the 
production credit corporations are either Government capital or de- 
rived from income from Government capital. 

Mr. Poage. Let us go to this table to where they have these costs, 
the long table. You have a cost here of operating the Farm Credit 
Administration. 

As I understand it, that is paid, about 80 percent, by the farmers 
and about 20 percent by the Government. 

Mr. Duaaan. It is paid 80 percent by assessment against the dis- 
trict banks and corporations. All of this is paid by the farmer in 
the case of the land-bank operating cost. 

Mr. Poacer. Do you mean you assess, then, part of that against the 
production-credit association? 

Mr. Duaaan. The production-credit corporations and the Federal 
intermediate-credit banks are wholly owned Government corporations, 

Mr. Poace. Could you give us any idea of what part is paid by the 
taxpayer and what part is paid by the other? 

Mr. Duaaan. I do not have it worked out here, but I could get 
that for you. 

Mr. Poaae. Is it roughly half and half, or what is it? Eighty 
percent gives the wrong idea, because actually 80 percent does not 
mean that the farmers are paying eighty percent of it. 

Mr. Duaaan. In the case of the Federal intermediate-credit banks 
I would say that the farmers are still paying, although the Federal 
intermediate-credit banks are wholly owned Government corpora- 
tions. The interest rate charged for the paper they discount, on the 
average, includes the cost of supervising, the cost of operating the 
Federal intermediate-credit banks, the cost of money borrowed by 
them, the building up of reserves and surpluses. They have accumu- 
lated sufficient reserves and surpluses, so that there has been no cost 
to the Government. If the Federal intermediate-credit banks were 
liquidated today, there would be no no cost to the Federal Govern- 
ment. In fact, the Federal Government would get a very good income 
on its capital amounting to about 3 percent on its investment. 

They have, also, paid over 8 million dollars in franchise taxes to the 
Government. 

So that the only indirect cost to the Government would be from 
the assessment against the PCC, and I can get that for you. That 
assessment is about $250,000. 

Mr. Poacer. All I am trying to get at is some sort of fair statement 
about what part the Government is paying and what part the farmer 
is paying. 

Mr. DuaGan. About 70 percent can be directly traced to the farm- 
ers and on the basis we have discussed 10 percent to Government 
corporations and 20 percent to appropriated funds. 

Mr. Poace. When we come to the Federal land banks, that 
$5,587,809, is that all farmer payments? 
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Mr. Duaean. That is all paid by farmers; yes, sir. 

Mr. Poace. When you come to the $1,150,000 of the intermediate- 
credit banks is that all Government money? 

Mr. Duaean. No. As I just said, the intermediate-credit banks’ 
interest rate for paper they discount includes sufficient funds to pay 
operating costs and to pay interest on the money borrowed and set 
up the reservés and surpluses. 

Mr. Poacr. That would all be farmer money? 

Mr. DueGan. That would be farmer money. 

Mr. Harvey. What is your margin in dealing with the Federal 
intermediate-credit bank—you borrow the money at what rate and 
lend it at what rate to these local cooperatives? 

Mr. Duaean. That is one thing that is giving us serious concern. 

In 1940 we paid forty-six one-hundredths of 1 percent for 
money borrowed by the intermediate-credit banks for 9 months. 

Mr. Harvey. That is a little less than one-half percent. 

Mr. Duacan. Yes. Last month for June 1 delivery we paid 
2.25 percent. 

Mr. Harvey. In other words, it has gone up five times? 

Mr. Duaaan. It has gone up five times since 1940 right in line with 
prime paper and other money. The home-loan banks have gone up 
in the same proportion as the cost of the Federal intermediate-credit 
banks. 

Mr. Harvey. You are having to pay 2.25 percent for the money? 

Mr. Duaaan. The last sale we paid 2.25, plus one-tenth commission, 
which makes it 2.35, and some of the banks are charging 2.5, and some 
of them are going up to that and better. The highest any bank is 
charging that we have approved so far is 2%. 

Mr. Harvey. In other words, your margin has been practically 
washed out? 

Mr. DuaeGan. Two and five-eighths would give us a little better 
than three-tenths of 1 percent. 

Mr. Harvey. Then for all practical purposes, compared to what 
prevailed 10 years ago, your margin had been washed out there? 

Mr. Dueaan. Three-tenths of 1 percent will pay our -operating 
costs. $1,150,000 represents personal services only. Operating ex- 
penses are about 1% million, which with the cost of examination and 
supervision by the Farm Credit Administration is about three-tenths 
of 1 percent a year on the average volume of loans and discounts out- 
standing. 

Mr. Harvey. I did not want to interrupt you, but I felt that we 
should go into this. 

Mr. Duaaan. It is very pertinent information, because you see 
that has to be passed on down to the farmer. That is, this increased 
interest rate. I wish I knew where it was going, but I hope we do 
not have to pay more than 2.25 percent for 9 months’ money. Yet 
for 10 months’ money the home-loan banks just paid a little over that. 

Mr. Poace. Following these down, the next is $963,843 for the 
production-credit corporations. Who pays that? 

Mr. Duaaean. That is paid from the resources of the corporations, 
which are primarily Government funds, because the production- 
credit corporations do not make loans. They have no source of in- 
come that way. It is the capital invested or funds from dividends 
that they may get from the production-credit associations. 
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Mr. Harvey. The profit in the operation of the associations is 
largely attributed to the local production-credit association—they 
are the people that borrow the money at 2.25 percent? 

Mr. Duaean. From the intermediate-credit bank. 

Mr. Harvey. And they get what? 

Mr. Duacan. About 6.25 percent on the average, if you include 
the fees—that will be about the average for the United States as a 
whole. It varies in your district, possibly it is less than that. 

Mr. Harvey. I have not had any recent connection with them; I 
believe the last was 5 percent. 

Mr. Duaaan. I do not think you have many fees in your State. In 
some of the districts they have more fees. Where the loan is small, 
the cost is high. 

Mr. Harvey. So, actually, the profit that does accrue from the 
operation of these loans practically all goes to the local production- 
credit association and not to the production-credit corporation? 

Mr. Duaean. All of it goes to the association. 

Mr. Harvey. That is the distinction that I am trying to draw. 

Mr. Duaean. That is correct. 

Mr. Poace. Then you next figure is “Banks for cooperatives, 
$1,114,000.” Who pays that? 

Mr. Duaean. That is paid from the resources of the corporation. 
It is a mixed-ownership corporation. But I would say because the 
banks for cooperatives have a net operating profit that it is paid by the 
farmers. 

Mr. Poace. In other words, it is on the same basis as the inter- 
mediate-credit banks? 

Mr. DuaaGan. Yes. 

Mr. Poaage. And then these general agents? 

Mr. Duaeaan. That is assessed against the land banks, production- 
credit corporations, Federal intermediate-credit banks, and banks for 
cooperatives in the district. The major portion of that is paid by the 
farmers. 

Mr. Poacer. It would all be paid by the farmer except that part 
paid by the production-credit corporation? 

Mr. Duaean. That is correct. 

One of the Congressmen earlier asked about the volume of business. 
In 1940 the Federal intermediate-credit banks closed loans in the 
amount of $471,000,000. - They estimate they will close loans in the 
amount of $1,702,409,000 in 1952, or an increase of 260 percent. The 
amount outstanding is up from $237 ,000,000 to $680,000,000, or 186.5 
percent, which is a tremendous increase in volume of business. 

The production-credit associations have increased in membership 
from 290,000 in 1940 to an estimated 500,000 in 1952, or 72 percent 
increase. 

The farmer’s investment in capital stock has gone from $16,000,000 
to an estimated $79,000,000 for 1952; the number of loans closed from 
229,000 to 320,000, or an increase of 39.4 percent; the amount of loans 
from $328,000,000 to an estimated $1,140,000,000, an increase of 247 
percent. 

This shows what I pointed out earlier; that the dollar volume has 
gone up much faster than the number; that the loan per farm, average- 
size loan, has been increasing, which means that the cost of farming is 
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going up and has been going up and will possibly go up 10 or 15 
percent in 1951. 

If we drop to the banks for cooperatives, they loaned $92,000,000 
in 1940 and will loan an estimated $372,000,000 in 1952, an increase of 
301 percent. 

The number of loans are about the same. 

So, you can see that, so far as supervision is concerned, there has 
been no material reductions in our responsibilities. 

There has been an increase in the total volume of business; yet, we 
have cut personnel in the Washington office from 1,300 to 469, or 64 
percent. 

Mr. PoaGe. Do you contemplate that it will be possible to cut that 
any more as you get more and more of these agencies in private owner- 
ship? 

Mr. Dugean. I do not see how you will be able to cut the examina- 
tion as the number of loans go up. That is, the volume of loans go up 
and the dollar volume. It will require more examiners. We have 
examiners who have the same qualifications as the national-bank 
examiners and perform something of the same function. We cannot 
cut that. I do not see where we can cut much in the Washington 
office if we are going to continue to examine, to supervise, and per- 
form these services that are required by law on a national basis. 

Mr. Poacr. You do contemplate more and more of these opera- 
tions will become farmer-owned? 

Mr. Duaaan. We hope they will. We would like to have legisla- 
tion for the banks for cooperatives to become farmer-owned as rapidly 
as possible. And we would like to see any authority that can be 
delegated to be delegated back down to the local district and the local 
association. We work on that every year. 

Mr. Poacr. Have you any suggestion to make to us as to what we 
could do about this production-credit corporation? 

Mr. Duaean. As yet we have not come out with a definite program. 
There are several things that are being done. We have a group mak- 
ing a study now, the chairman of which is Mr. F. F. Hill, who is a 
former Governor of the Farm Credit. Administration and is now the 
head of the department of agricultural economics at Cornell. Mr. 
Butz from Purdue is on that committee, also Mr. William Murray 
from Ames, lowa; Mr. G. H. Aull of Clemson College, and Mr. Saul- 
nier of the National Bureau of Economic Research. They are study- 
ing the capital position of the production-credit associations and their 
capital needs and capital requirements. 

You see that increase in volume of business from $328,000,000 in 
1940 to an estimated $1,140,000,000, for 1952 is raising some serious 
questions with respect to capital, capital requirements, and capital 
needs. If they are going to be sound credit institutions which they 
are today, and which we want them to remain, it presents a serious 
problem. 

Also, the spreading of the risk between the production-credit 
associations is another question. Each production-credit association 
carries all of the risk today. There is no spreading of risk or par- 
ticipating in risk between production-credit associations. They are 
studying that. 

The commercial banks had to have the Federal Deposit insurance. 
The land-bank system had to go through a rehabilitation program, 
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as you know, and they worked out a system of spreading the risk, 
but now all of the risks are confined to each of the production-credit 
associations. It is a serious question. 

We do have this committee that is employed by the Farm Credit 
on a part-time basis, and they are working on that, studying how that 
can be done. 

Another problem that is giving us concern, of course, is the increased 
cost of money, and the increased cost of operations is giving us some 
concern. 


We do not see any prospect of a reduction in salaries, in wages, in 
costs, along that line. 

The chairman asked me to bring over the letter from Baltimore 
and the letter from Springfield where they have coordinated at the 
local level. The national farm-loan associations and the production- 
credit associations have come together in the same office and have 
elected a joint secretary-treasurer. They have joint personnel in a 
majority of the associations in the two districts, and are thereby trying 
to hold down costs and improve service, so that the farmer will have to 
go only to one office. Those are the only two districts that have made 
much progress in coordinating the work. 

Mr. Harvey. How has that worked out? 

Mr. Duaaan. It was worked out locally by first the associations 
wanting to do it and the district board encouraging it and agreeing 
with it. It has to be a voluntary proposition. 

Mr. Harvey. My question was, has it worked out satisfactorily? 

Mr. Duaaan. Possibly it would be well to read the letter from 
Baltimore. I think that will state it pretty well as to what they feel 
about it. It is headed ‘Statement Relating to the Coordination 
Program in the Second Farm Credit District’’ and is as follows: 


The idea of coordinating the activities of NFLA’s and PCA’s originated in 
certain associations in this district several years ago. After a few associations 
became coordinated on their own initiative through the election of joint secretary- 
treasurers, it became apparent that the idea had considerable merit and the boards 
of directors of the Federal Land Bank of Baltimore and the Production Credit 
Corporation of Baltimore began to pursue the policy of encouraging other asso- 
ciations to consider the advantages of this method of operation. The idea has 
now expanded until 25 of the 35 NFLA’s and PCA’s function on a fully coordinated. 
basis. Five other such associations have partial coordination and five others have 
no such program. 

Each NFLA and PCA thus operating serves the farmers in identical territories 
and maintains offices and branch offices staffed with common employees, ade- 
quately equipped by training and experience to serve both long- and short-term 
credit needs of agriculture. As the program has developed, more and more 
associations have extended the idea through the election of joint members of their 
boards of directors. Nineteen NFLA’s and PCA’s now have one or more board 
members incommon. There are 37 joint directors, representing about 20 percent 
of the total number of directors in each of the two organizations. This natural 
expansion of coordination through the voluntary action of most of our associations 
is considered by our board to be evidence of the acceptance thereof at the farm 
level. In conferences of association board members the program is constantly 
viewed with enthusiasm and those associations which, at first, were reluctant to 
embrace the idea are now its most enthusiastic supporters. 

In observing the development of this program the board has noticed that per- 
sonalities and fear of inroads on official prerogatives, as distinguished from op- 
position to the merits of the plan, have constituted the principal deterrent to the 
prompt acceptance of the plan. It is the firm belief of this board that its ultimate 
_ of complete coordination of all such associations will be attained in the near 

uture. 

As a direct consequence of the expansion of this program in the field, it became 
clear that the coordination of the functions of the Federal Land Bank of Baltimore 
82877—51—-ser. i—vol. 2——4 








170 ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


and the Production Credit Corporation of Baltimore was essential for efficient 
operations. Accordingly, since 1948 these institutions have been served by joint 
officers and joint employees. Through this extension of the principle of coordina- 
tion to the district level, each PCA and NFLA is served by district officers and 
employees who represent both institutions and who are able to perform their 
duties with a minimum of interference with the normal operations of the associa- 
tions. 

This board believes that the farm-credit institutions exist for the primary 
benefit of farmers and the principal objective of this program is to provide more 
effective, convenient, and efficient credit service to agriculture in the district. It 
further believes that the preservation of the status quo of institutions and pro- 
cedures is subordinate to this objective. 

_The outstanding advantages of the program include the following: 

1. It provides at the farm level the kind of service facilities the farmers of the 
district want. 

2. In a single office it makes available to farmers both long- and short-term 
credit service and provides the means by which they can obtain advice on the 
merits of two types of loans in relation to their needs. 

3. It permits the maintenance by both the PCA’s and the NFLA’s of modern 
business offices readily accessible to farmers at standards which could not be 
maintained by each association operating alone at current high costs. 

4. Through the centralization of administrative responsibility the program 
minimizes the duplication of interviews with farmers, the duplication of office 
space, the duplication of personnel, the duplication of training efforts, and the 
duplication of supervisory functions. 

5. It promotes harmonious relations between the institutions involved and 
strengthens both by imparting to each the benefits of experience of the other. 

6. It makes possible the training and development of personnel in the broader 
field of both types of credit service and renders such trained personnel available 
for transfer and promotion in both the land-bank system and the production- 
credit system on a district-wide basis. 

7. In addition to many intangible benefits and advantages the entire operation 
of the two systems has become more effective, efficient, and economical as a 
consequence of the program. 

8. It preserves intact the corporate structure of each institution involved and 
permits them each to function freely in the manner contemplated by law. 

The Farm Credit Board of Baltimore, the officers of the Federal Land Bank of 
Baltimore and the Production Credit Corporation of Baltimore, and the officers 
and directors of the NFLA’s and PCA’s concerned in this program and the 
farmers who are served thereby are all ardent supporters of the plan as being the 
best ever devised for the furnishing of satisfactory credit service to the farmers 
of this district. 

W. Lawson Krna, 
Chairman, Farm Credit Board of Baltimore. 
Marcu 21, 1951. 


And there is a letter here as to Springfield, which is headed, ‘‘Farm 
Credit Administration of Springfield, Springfield 2, Mass.’’, and I 
shall read that: 


OBJECTIVES OF COORDINATION IN THE First Farm Crepit DIstTRIcT 


The basic objective of the farm credit board of Springfield in developing 
coordination in the first farm credit district is to provide farmers a one-stop local 
credit service. Not only is this a matter of convenience to the farmer, but his 
credit problem as a whole can be handled better if he can take it % with one 
man representing both the National Farm Loan Assceciation and the Production 
Credit Association. Another objective is to obtain a more economical service 
through the use of personnel employed jointly by the National Farm Loan Asso- 
ciation and production credit association, making it possible to maintain full-time 
offices in more agricultural localities than would be possible if each association 
employed separate personnel. 

In order to have coordination between the local associations employing joint 
ersonnel on the one hand, and the Federal Land Bank of Springfield and the 
roduction Credit. Corporation of Springfield on the other hand, it is likewise 

necessary to have the bank and the corporation employ joint personnel to maintain 
contacts with the associations. The farm credit board of Springfield has gone a 
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step further in coordination at Springfield and has adopted the practice of having 
one individual elected as president of all four of the district. units—that’s the only 
district that has that—namely, the Federal Land Bank of Springfield, the Produc- 
tion Credit Corporation of Springfield, Federal Intermediate Credit Bank of 
Springfield, and the Springfield Bank for Cooperatives. The common president 
performs the functions of the general agent in the other eleven farm credit districts, 
but as president of each of the four units he also has authority and responsibility 
for the coordination of activities of the four units at Springfield. Experience in 
the Springfield district has not disclosed that it is unsound, by reason of conflict 
of duties or otherwise, to have one person elected president of all four of the 
district units. 

The foregoing sets forth briefly the objectives which the farm credit board of 
Springfield has been pursuing definitely since 1946. Coordination between two 
associations is, of course. dependent on the voluntary action of both. At the 
present time the national farm loan associations and production credit associations 
are fully coordinated (that is, occupy the same quarters and employ the same 
personnel jointly) at about 75 percent of the locations of all association offices. 
The farm credit board of Springfield finds that the associations which have adopted 
the program and have had experience with it heartily endorse it. The success 
of the program in actual operation has more than fulfilled the board’s expectations. 

Although convinced of the soundness of the program for the Springfield district, 
the board has not endeavored to establish a prototype for other districts. It is 
believed, however, that in the first farm credit district the program can be carried 
on without disruption as changes of personnel become necessary. 

J. RaLpa GRAHAM. 
Chairman, Farm Credit Board of Springfield. 

February 21, 1951. 

Mr. Harvey. The idea appeals to me as being so logical, in view of 
my observations, that I would think that it could be logically expanded. 

Mr. Duaean. I agree with you wholeheartedly, but you have to 
have the district supporting it, or it will fail. And you have to have 
the local association employees supporting it or it will fail. Whether 
or not the farmers want it, it will fail if the district and the local em- 
plovees do not want it. 

Mr. Poace. Do you not have some difficulty about getting agree- 
ment among the personnel that you employ? 

Mr. Duaaan. They have had the usual problems, but these are the 
views of the boards after going through this at these two places, es- 
pecially at Springfield, since 1946. It has taken them several years to 
work it out. 

Mr. Poager. It would seem to me that where you get agreement it 
would work fine, but if you had two groups, one of them wanting to 
employ Mary as a stenographer, and the other group somebody else, 
you would have trouble. 

Mr. Duaaan. That is right. You can have difficulties. It is not 
easy todo. As I say, with the cost of money going up as it is, and the 
cost of operations, for example, the cost of the production credit as- 
sociations, operating costs, in 1940 for the 500 and a few more associa- 
tions was $6,552,000. 

Mr. Harvey. How would that break down, that is, the average cost 
per association? 

Mr. Duaean. There are about 500 of them which had over $6,- 
000,000 operating costs in 1940. 

Mr. Harvey. What I was trying to get at is, whether vou had figures 
to show how much the cost was reduced in having a joint office. 

Mr. Duaean. That is about $12,000 per association in 1940. In 
1950 it was $12,927,000 for 500 associations, just about double. In 
the last half of 1950 it was running at a $14,000,000 rate. In other 
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words, that amounts to about 2.8 to 3 percent on the average out- 
outstanding volume of loans. If it is $450,000,000 outstanding on 
the average it would be about 3 percent or 2.8 percent. Then you 
add that cost and the cost of the Federal intermediate credit bank dis- 
count rate of 2.5 and the cost of supervision by the Production Credit 
Corporation and the Washington office, which figures about one- 
quarter of 1 percent. 

Mr. Harvey. You are getting up close to 6 percent. 

Mr. DueGan. And you have not set up anything for reserve for 
losses or for the building up of reserves. 

At Springfield, Mass., they have not cut costs because salaries have 
gone up, but they feel that they would have had to close some offices 
or put up the interest rate to the farmers if they had not carried 
out these coordinating programs. 

Mr. Harvey. That would indicate there has been a definite saving, 
then? 

Mr. Duaaan. They figure there has been a saving over what it 
would cost otherwise, but salary and other costs have gone up so 
rapidly that you have not had any reduction in total costs. 

Mr. Harvey. They have just been about able to hold their own? 

Mr. Duaean. Yes. You have to run awfully fast now to hold 
your own. 

Mr. Harvey. I would presume that the coordinating of activities 
then will go along just about as fast as necessity seems to demand it 
in areas where you have high volume of loans. 

Mr. Duaean. And large loans. The necessity is not as urgent 
where vou have the large loans. 

Mr. Harvey. It would not force them to the coordinating of 
activities as rapidly as it would in areas where the percent of operating 
costs is pushing the interest rate up pretty close to the break-off 
point. 

Mr. Poacr. Did you want to proceed further? 

Mr. Duaean. I have nothing further. 1 would suggest that if 
you are going to have a report on the hearing that these other state- 
ments following the table be submitted for the record. 

Mr. Poaaer. Yes, that may be done. 

Mr. Ducean. That covers each of the units, the Federal land 
bank, and so forth. 

Mr. Poacer. We will make them a part of the record at this point. 

(The statements referred to are as follows:) 


CHANGES IN THE DoLuaR-SipE or FARMING 


(By J. L. McGurk and 8. W. Warren, Department of Agricultural Economics, 
Cornell University Agricultural Experiment Station, New York State College 
of Agriculture, Cornell University, Ithaca, N. Y., October 1950) 


The high receipts associated with modern farming make it possible for 
a farmer to pay for a farm in a short time if good management is com- 
bined with favorable prices and weather. The high expenses associated 
with modern farming make it possible for a farmer to lose his farm in a 
short time if he is unsuccessful because of low prices, bad weather, or 
poor management. 


The first successful farm business survey in this country was made in Tompkins 
County, N. Y., in 1908. This survey has been repeated every 10 years. The 
present report summarizes, for the town of Dryden, some of the more important 
changes that have taken place in farm receipts, expenses, and capital investment 
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during the 40-year span from 1907 to 1947. The town of Dryden is about 250 
miles northwest of New York City, and is typical of much of the dairy farming 
region of cental and southern New York State. 


SIZE OF BUSINESS 


Only farms with 200 or more productive man-work units! and a full-time 
operator were included in this analysis. The number of farms enumerated which 
met this definition declined with each succeeding year of the survey (table 1). 

This decline in the number of farms enumerated was largely a result of the 
combination of farms to make larger units, and the abandonment of the poorer 
land for farming purposes. 

Total acres per farm increased by 59 between 1907 and 1947, but there were 
only seven more crop acres in 1947 than in 1907. Number of cows and productive 
man-work units also showed a substantial increase during the 40-year period. 
Man equivalent per farm, however, changed relatively little. 


TABLE 1.—Abverage size of farm businesses—Town of Dryden, 
Tompkins County, N. Y. 

















| 
| 1907 | 1917 1927 | 1937 | 1947 
eS: Se ae ee | |__| 
pg LEE Sy ee pee eee ya eee em oe 2 206 | 159 | 118 111 ; 70 
SS RE ae ee eer | 132 148 152 147 191 
SE sd ntatcninns keds ante SWichs «40s she oe seca 69 75 72 66 | 76 
EELS, 2 acne den ecmiandsccsntoaphabes 11 10 10 14 25 
4 eee . Se. sae ee 340 359 346 415 | 595 
Man-equivalent._._-...---. ase 6 A Ed (") | 1.8 2 1.8 2.0 
' 





1 Information not available. 
CAPITAL INVESTMENT 


Total capital investment per farm increased almost four times between 1907 and 
1947, from $6,365 to $23,141 (table 2). The greatest change in capital occurred 
between 1937 and 1947. Real-estate investment as a percent of the total declined 
with each succeeding year of the study. Livestock and equipment investment, 
on the other hand, both increased as a percent of the total. 


TABLE 2.—Capital invested per farm—Town of cats n, rnin es NF. 
































Amount Percent of total 

Item j j ‘Gear ere canehieks 
| 1907 1917 | 1927 | 1937 1947 | 1907 | 1917 | 1927 | 1937 | 1947 
=. a, | | my — ay wae ‘a _ toe, i mA oe ee 
Meni esteté. .- 2.5.22. | $4,624 | $7,293 | $7, 234 | $6,069 [$10,459 | 73] 71| 68! 64] 45 
ee ee pee Ee ----| 1,006 | 2,008 | 2,271 | 2,180) 8,402; 17] 19) 21] 2 37 
Equipment. Ce ae Te - 715 899 993 | Se ae a aes ee 11 17 
Feed and supplies... .-.-- : | 2% 209 270 | 284 193 ke 3 ‘a eae 1 
Webebss s 24 ss __...| 6,365 | 10,286 | 10,688 | 9,435 | 23,141 | 100 100 | 100} 100] 100 

| } | t { 

RECEIPTS 


Receipts per farm were nearly nine times greater in 1947 than in 1907 (table 3). 
As with capital, the most significant change in receipts took place between 1937 
and 1947. In 1907 milk receipts accounted for only 44 pereent of the total, 
while in 1947 receipts from milk represented 65 percent of all receipts. Crop 
sales, on the other hand, declined from 28 percent of the total in 1907 to only 
6 percent of the total in 1947. Farming in the town of Dryden had become 
more snecialized with an increased emphasis on the dairy enterprise. 


! A work unit represents the average amount of productive work accomplished by a man in 10 hours. 
Thus, a farm with 200 work units is one with an amount of crops and livestock which would require 2,900 
hours of labor at average rates of work. 
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TaBLE 3.—Receipts per farm—Town of Dryden, Tompkins County, N. Y. 





























Amount per farm Percent of total 
Item ; 

1907 | 1917 1927 | 1937 1947 | 1907 | 1917 | 1927 | 1937 | 1947 

eee tacks Sulscnniin $655 | $1, 207 $1, 664 | $1,753 | $8,312 44 47 52 58 65 
SE Se SESE eae reek ot 107 159 | 139 250 570 7 6 q x 4 
Ea 107 258 424 298 | 1,347 7 10 13 10 11 
Other tvestock............... 84 159 163 104 154 6 6 5 4 1 
A 202 | 162 205 163 655 13 6 7 5 5 
iia ite aibin wil 219 308 124 51 69 15 12 4 2 1 
Other receipts.............__- 43 | 85 186 140 219 3 3 6 5 2 
Increase in inventory ___.----- 78 | 246 | 293 245 1, 396 5 10 9 8 ll 
Total receipts _-__._..__- 1, 495 | 2, 584 3,198 | 3,004 | 12,722; 100; 100; 100| 100 100 

















1 Includes receipts for milk sold in form of butter and cream. 
EXPENSES 


Expenses per farm increased 14 times during the 40-year span—from $657 in 
1907 to $9,248 in 1947 (table 4). In 1907 hired labor was the most important 
single item of expense, representing 26 percent of the total. By 1947, the expense 
for hired labor represented only 11 percent of the total. Purchased grain ac- 
counted for 24 percent of the expenses in 1907 and 34 percent in 1947. The 
equipment expense rose from 7 percent of the total in 1907 to 19 percent in 1947. 


TABLE 4.—Expenses per farm—Town of Dryden, Tompkins County, N. Y. 








| 























| 1907 | 1917 | 1927 | 1987 1947 
; in Ea EN aE a Perse Here 5 v7 
Hired labor. -. ey ONE SOPOT SNE A, $172 $242 | $293 | $281 | $1,010 
Unpaid family labor... __.........-....-.- thats 52 | 176 | 200 | 155 535 
Total labor expense...._..........----------- 224 | 418 | 493 | 436| 1,545 
New equipment chs, EEN RE ae aa } 6| 37 | 2 78 2 130 | 947 
Equipment repairs. --- gece ied | 28 | 11 | 28 51 327 
Other equipment expense Eyes | 12 59 | 125 164 | 506 
Total equipment expense : beccec eee 46 | 107 231 | 345 | 1, 780 
New buildings and building repairs 33 59 | 130 112 660 
Taxes. ... ; } 51 | 99 121 118 176 
Other real-estate expense - --__-._-- Sa 19 | 25 62 | 60 136 
Total real-estate expense-..._...-.--- : 103 | 183 | 313 | 290 | 972 
Grain purchased..................- | 159 | 399 | 458 e 632 | 3, 124 
Milk hauling : mien . eons 1 | 21 42 | 5l 172 
Dairy cattle bought. _____- 20 | 89 | 271 | 117 588 
Other livestock expense | 29 | 115 | 98 | 174 329 
\- sp | 
Total livestock expense... __- er 209 624 | 869 | 974 | 4,213 
Lime and fertilizer__..........--- pecul 20 42 | 65 96 324 
Seeds and plants. - - - rps bed | 25 | 51 | 56 67 181 
Other crop expense --_----..-.---- . 3 9 12 il 33 
Total crop expense___...------ ree ee 48 | 102 | 133 | 174 | 538 
Other farm expenses... _..........-.---- 27 | 44 | 52 | 104 | 200 
Total farm expenses. -_-._-- = Nis LPR 657 | : 9, 248 


“1478 | 20m | 2338 








LABOR INCOME 


The average labor income per farm was four times greater in 1947 than in any 
of the previous years of the study (table 5). The relatively high labor income of 
1947 was primarily the result of three factors: 

(1) The exceptionally favorable cost-price relationship which existed in 
1947. 

(2) Favorable weather. 

(3) Inereased productivity per man. 
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TasLe 5.—Financial summary— Town of Dryden, Tompkins County, N. Y. 














| | 
Items 1907 1917 | 1927 | 1937 | 1947 

—EE - erie | } 
Receipts (including increase in inv none pease -| $1,495 $2,584 | $3, 198 | $3, 004 $12, 722 
Expenses (including unpaid labor) .--.........------ 657 1, 478 R 2, 091 2, 323 9, 248 
SS EIEN ES, COILED ODA Re HID 838 1, 106 | 1, 107 | 681 3, 474 
Interest on average ‘capital at 5 percent-_-_-_-_-- 318 514 | 534 | 472 | 1, 157 
RS ee ——— —|- — 
OEE ST ETE aie Meads are a 520 | 592 | 573 | 209 | 2, 317 








RELATION OF RECEIPTS AND EXPENSES TO CAPITAL 


The relationship of farm expenses and receipts to farm capital has been grad- 
ually changing. At the 1907 ratio it would have required 4.3 years for receipts 
and 9.7 years for expenses to equal capital (table 6). Both ratios declined with 
each succeeding year of the study and at the 1947 ratio Only 1.8 years would be 
required for receipts and 2.5 years for expenses to equal capital investment. 

Forty years ago a farmer could have continued to operate for a long period of 
time even though expenses did not equal receipts. He could have liquidated some 
of his capital investment to cover expenses for several years. By 1947 this was 
not so easily done. A farmer could no longer meet a large share of his expenses 
for a long period simply by liquidating capital. 


TABLE 6.—Relation of receipts and expenses to farm capital—Town of Dryden, 
Tompkins County, 1 . Y. 

















| 

1907 | 1917 | 1927 | 1987 1947 
— | : | 

eS SE a See: eee ane $6,365 | $10, 286 | $10, 688 $9, 435 $23, 141 

Receipts per farm___.......-.--- SSS SESRNS 5 Hee $1,495 | >2,584 | $3,198 | $3,004] $12,722 

oe eee Gene an aides $657 $1, 478 | 2, 091 $2, 323 $9, 248 

Years required for receipts to equ al capital___._.__- 4.3 4.0 | 3.3 3.1 1.8 

Years required for expenses to equal capital________- 9.7 7.0 | 5.1 4.1 2.5 

| 





RELATION OF INTEREST TO OPERATING EXPENSES 


A farmer who, in 1907, was completely free of debt would have had a total cost 
of operation which was 33 percent lower than that of his neighbor who was in debt 
for all of his capital (table 7). The 1947 farmer who had no debt would have had 
a total operating cost only 11 percent lower than that of his neighbor who was 100 
percent in debt. Expenses other than interest payments had increased so much 
that by 1947 the charge for the use of capital had become a significantly lower pro- 
portion of the total cost of farming. In 1907, the farmer abhorred debts because 
he knew that if farm prices fell his interest and principal payments would remain rela- 
tively fixed, and the result could be disastrous for him. A falling price level could 
also wreck the modern farmer, but not so much because of debts as because of the 
high and relatively fixed expense for equipment, gasoline, fertilizer, insurance, 
electricity, and the like. 

Farming has always been a gamble. The stakes are much higher now than they 
were 40 vears ago. 


TaBLeE 7.—Relation of interest on the investment to operating erpenses—Town of 
Dryden, Tompkins County, N. Y. 














Percent interest was of above total_...............-- 33 17 ll 





} ] | | 
| 1907 | 1917 1927 | 1937 | 1947 
| eines, - @ 
| | 
Farm operating expenses - SE a te ee $657 | $1,478 | $2,091 $2, 323 $9, 248 
Interest at 5 percent on av erage investment.....--__- 318 514 | 534 472 1, 157 
SSEN | Seeweenctele, Sean iiin Senarenandees EES 
ES ie adasbeseateccgatetetanaensina ike 975 1, 992 2, 625 | 2, 795 10, 405 
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INDEX OF AVERAGE SIZE OF FARM MORTGAGES RECORDED IN 


U.S.,1937 TO DATE, 4 QUARTER MOVING AVERAGE 
(1937-402 100) 
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Farm Crepir ADMINISTRATION, 
Washington, D. C., September 23, 1936. 
Subject: Field coordination. 


To All General Agents, Federal Land Banks, Federal Intermediate Credit Banks, 
Production Credit Corporations: 

1. For 2 years the Washington office and the advisory committees of the district 
organizations have been giving attention to the possibilities of coordinating the 
activities of national farm loan associations and production credit associations. 

2. In developing relationships between the two types of associations, the 
district organizations have been left rather free to work out their own programs. 
It has seemed that perhaps the ideal arrangement for such coordination under the 
present set-up would be to have a national farm loan association and a production 
credit association serve identical territory, or nearly so, employ one man as secre- 
tary-treasurer of each with common employees, and operate with a joint budget 
under two boards of directors with perhaps one or more individuals serving on 
both boards. 7 

3. All but two of the districts have established trial coordinated set-ups between 
the two types of associations which embody the features of the above outline to a 
greater or less degree. On June 30, 1936, there were 75 locations in which national 
farm loan associations and production credit associations were employing common 
secretary-treasurers. On the same date, in 81 additional locations, the 2 types 
of associations were housed in the same building, often in adjoining offices. In 
570 cases, individuals employed by national farm loan associations were serving 
as local correspondents for production credit associations. 

4. It is recognized that serious problems are presented in arriving at effective 
supervision of those coordinated organizations utilizing common _ secretary- 
treasurers because of the emphasis placed on different phases of their work by 
the various agencies and individuals concerned. Accordingly, it may be wise to 
take a breathing spell to study the operating questions brought about by the 
offices already set up. Likewise, in several of the districts, the national farm loan 
association grouping plan is progressing rapidly and should have first attention. 

5. If I were to sum up a policy respecting coordination between the associations 
serving long-term and short-term credit needs, for the period immediately ahead 
of us, it would be about as follows: 

(1) Continue the coordination committees, in which the general agent 
should take a prominent part, as a means of ironing out administrative 
difficulties in the supervision of existing set-ups using joint secretary-treasur- 
ers; give these arrangements every chance to succeed; study the best means 
of administrative contacts with the joint secretary-treasurers. The com- 
mittees may be useful in preventing conflicting instructions from fieldmen 
and in adjusting joint expense budgets. 

(2) During this — of refining the operations of present set-ups, the 
district officers need not suggest the employment of joint secretary-treasurers 
in additional locations by national farm loan associations and production 
credit associations beyond a limited number sufficient for observation 
purposes, : 

(3) The establishment of additional coordinated set-ups may be approved 
where such arrangements are desired by the local boards of directors of the 
two types of associations, and where the personality and experience of the 
man selected as joint secretary-treasurer gives promise of success, where the 
territory lends itself to such procedure, and where operating and budgetary 
advantages are indicated. 

(4) Efforts should be continued to bring together national farm loan 
associations and production credit associations wherever possible; first, by 
having their headquarters in the same town, and, second, by locating their 
offices in adjacent space or in the same building. This type of coordination 
should be actively encouraged by the district officers. There are still 283 
towns having both a national farm loan association and a production credit 
association where their offices are not in the same building or adjacent to 
each other. Practical difficulties interfere in some cases, but adjacent loca- 
tions will add much to the convenience of farmers and increase the effective- 
ness of both associations. 

(5) Seeretary-treasurers, or other office employees of national farm loan 
associations, where qualified, should be considered as possibilities for loan 
correspondents of production credit associations in outlying territory. 
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(6) In bringing about group management of national farm loan associa- 
tions, or changing the territorial limits of production credit associations, 
consideration should always be given to blocking out territory that will 
adapt itself to future coordination between the two types of associations to 
the greatest possible advantage. 

(7) Closest cooperation should always be sought between the office and 
field employees of the two types of associations in the exchange of credit 
information and in working out credit problems involving borrowers common 
to both associations, 

6. From the foregoing program, it is evident that for early results, attention 
ean be focused on two points: 

(1) Bring together the two types of associations in adjacent office space 
wherever practicable. 

(2) Promote the exchange of information regarding borrowers common to 
both types of associations and consultation between the two units to. work 
out the best treatment of joint loans in problem cases. Not only should the 
advantages of such action be brought to the attention of office employees 
and fieldmen of the associations, but the district units themselves should 
develop procedure and points of contact through which opportunities for 
such joint action may be brought forward and increased. 

7. The existing coordinated set-ups with joint secretary-treasurers present a 
challenge to the responsible officers in each district. The credit-center idea is one 
which will appeal to farmers as being sensible and efficient. It should be possible 
to harmonize the administrative viewpoints of the two units and arrive at a satis- 
factory working basis. I hope that we may find a means to make them entirely 
successful and urge that close attention be given to those arrangements already in 
existence with the objective of finding the rough spots and working out a solution. 

8. It is my feeling that for the Farm Credit Administration to perform its 
functions most effectively, the idea of greatest possible coordination must be kept 
in mind. While each of the major credit units has its own separate responsibili- 
ties, vet the efforts of any single agency will fall short of entire suecess of its com- 
panion units do not fill out the composite pattern necessary for a complete and 
well-rounded credit service to agriculture. The job calls for specialized planning 
and individualized effort in fulfillment of the particular work of each agency, but 
the ultimate in economy and effectiveness will only be accomplished by an entirely 
cooperative attitude on the part of all the units in helping each other to help agri 
culture as a whole. 

9. It will be our purpose to compile and send out at intervals, as heret ofore, 
tables showing the degree to which coordination in its various phases is being 
brought about in the several districts. The Washington office will be glad to have 
word of special problems which arise at any time in carrying out the details of the 
coordination program and will especially appreciate suggestions whereby the work 
of the various units can be more closely tied together. 

W. I. Myers, Governor. 


FarM CreEpir ADMINISTRATION, 
Washington, D. C., December 22, 1933. 
Re coordination of national farm loan associations and production credit asso- 
ciations. 
To All General Agents, Federal Land Banks, Production Credit Corporations: 


The Farm Credit Administration was organized for the purpose of coordinating 
the three types of agricultural credit: (a) Long-term mortgage credit, (b) short- 
term production credit, and (c) cooperative credit. Centralized and coordinated 
supervision and regulation i is provided by the Washington office of the Farm Credit 
Administration. Similarly, coordinated administration of the 3 types of credit 
facilities is furnished in each of the 12 districts. This coordination should, we 
believe, carry through to the extent possible, into the operation of the two great 
systems of cooperative credit; that is, the national farm loan associations and pro- 
duction credit associations. 

The Farm Credit Administration hopes that ultimately there may be one 
strong association for cooperative short-term financing, and one for cooperative 
long-term financing in the same territory, operating from the same headquarters 
and with the same secretary-treasurer. Obviously, this goal cannot be attained 
in the near future. However, it should guide the activities of Federal land banks 
and production credit corporations in connection with the organization of new 
associations in their respective districts. The general agent, the Federal land 
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bank, and the production credit corporation in each district should work together 
toward this end. 

The general policies which are outlined below have been agreed upon by the 
Production Credit Commissioner and the Land Bank Commissioner, relative to 
the coordination of the activities of the two types of association under discussion. 


PRODUCTION CREDIT ASSOCIATIONS 


1. Territory.—Each production credit association should be allocated enough 
territory so that it will have a reasonably large volume of business. Otherwise, 
it will not have sufficient income to pay operating expenses, absorb losses, build up 
reserves and pay dividends. The territories of associations should not overlap, 
except where so-called master associations are formed for the purpose of financing 
large loans, or loans of a particular class. 

2. Headquarters.—The office of the secretary-treasurer of a production credit 
association should be located so that it will be as convenient as possible to persons 
living in different parts of the territory to be served by the association. This is 
important not only for the convenience of borrowers, but also from the standpoint 
of getting together the full membership of the loan committee at frequent intervals 
(at least during the heavy lending season). An excellent location for the secretary- 
treasurer’s office is the trade center for the association’s territory or a major part 
thereof, particularly if it happens to be a county seat. 

3. Management.—Competent management is essential to a production credit 
association. The association’s income must be sufficient to pay for competent 
management, and this brings us back to the original proposition, that the asso- 
ciation’s territory must be sufficiently large to insure revenues which will meet 
the cost of good management. The secretary-treasurer must be a competent 
credit man, who can devote whatever time is necessary to the affairs of the 
association. 

NATIONAL FARM LOAN ASSOCIATIONS 


The same basic principles should be applied to the organization of new national 
farm loan associations as those which are outlined above in connection with pro- 
duction credit associations. The national farm loan association is confronted 
with the same need for a sound organization as the production credit associa- 
tion, though in somewhat less degree. 

1. Territory—The territory which is allocated to a new national farm loan 
association should not be too large for prompt and convenient service by the 
association, and should be limited either to a single county or to a trade area which 
is larger or smaller than a county. Such territory should not overlap that of an 
existing acting association, except (a) to the extent necessary to afford proper 
and convenient service in the area affected or (b) to give the new association a 
properly defined territory which will include its entire home county or the normal 
trade area of its headquarters town. 

Where a territory could be served by an existing association which is not meeting 
the needs of the locality, either by reason of the inconvenient location of its head- 
quarters or the incompetence of its seeretary-treasurer, an attempt should be 
made to have its directors remedy the situation either by selecting a competent 
secretary-treasurer or changing the headquarters to a convenient and proper 
location, or both. 

2. Headquarters.—The headquarters of a new national farm loan association 
should be located in accordance with the principle stated above in connection 
with production credit associations. 

3. Management.—The organizers of a new association should select a competent 
secretary-treasurer who is able and willing to devote the necessary care and at- 
tention to the business of the association. Such secretary-treasurer shou!d reside 
or do business at or near the headquarters town of the association, and should 
not be permitted, through doing his business at another place, to make it necessary 
for applicants and borrowers to go to some other place than the association’s 
headquarters in order to get in touch with him. 

4. New national farm loan associations, general remarks.— Much time would be 
saved, misunderstanding and confusion would be avoided, and better results 
would be obtained in the organization of new national farm loan associations if 
the bank would refuse to give organization papers to persons whom it considers 
undesirable as organizers and to persons who do not propose to organize along 
the lines suggested in this cireular. Since the man primarily responsible for the 
organization of a new national farm loan association will, in aJl probability, be 
selected as secretary-treasurer, the bank should refuse to give him organization 


180 ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


papers unless he resides or does business at a point which would constitute the 
logical and satisfactory headquarters of a new association. Also, the bank 
should refuse to give out organization papers to different groups of persons in 
the same locality. Wherever possible, competition among persons desirous of 
forming national farm loan associations in a particular locality should be avoided, 
and cooperation should be encouraged in the interests of the formation of strong 
—— ions by leaders in the territory to be served. Wherever possible, if would 

advisable for the bank to have a competent fieldman attend the organization 
meeting of the incorporators of a new association, for the purpose of assisting 
them, and informing them regarding the general character and purposes of a 
national farm loan association. 

5. Existing national farm loan associalions.— Where one or more national farm 
loan associations which previously served a locality are now unable to accept 
new business, it would obviously be desirable, to the extent possible, to have the 
same man serve as secretary-treasurer of such associations and of the newly 
organized association. To accomplish this result, two courses are open: (a) Where 
the old secretary-treasurer is a man of proven ability in his field, and resides or 
conducts his business at a place suitable for the location of a new association, 
such secretary-treasurer would be the logical person to undertake the organiza- 
tion of the new association; (6) where the secretary-treasurer of the old associa- 
tion has not rendered satisfactory service in the past or where his residence or 
place of business is located at a place not suitable for a new association, an at- 
tempt should be made to have the old association elect, as its secretary-treasurer, 
the man who is chosen by the new association, and wherever necessary the head- 
quarters of the old association should be changed to that of the new one. 


CONCLUSION 


It is, of course, desirable that production credit associations be set up as soon 
as possible. The primary consideration in the selection of the secretary-treasurers 
of these associations must be their suitability to the work of the associations. 
Where it is believed that a satisfactory secret»ry-treasurer can be obtained by 
emploving the man serving the local national farm loan association in such 
capacity, it would be advisable to employ him. Where, however, the national 
farm loan association secretary-treasurer cannot give the necessary time to the 
work, or lacks the experience or qualifications requisite therefor, he obviously 
should not be selected as secretary-treasurer of the production credit association. 

There may be instances where the secretary-treasurer of a national farm loan 
association is unable, because of his private business, to meet the demands upon 
his time which result from the current pressure of farm mortgage work, or where, 
for one reason or another, it appears desirable that the national farm loan associ- 
ation replace its present secretary-treasurer. In such cases, it might be possible 
for the directors of the national farm loan association to agree with the organ- 
izers of the new production credit association upon a person who would be suit- 
able as secretarv-treasurer of both organizations, and who would be acceptable 
to the production credit corporation. It would seem that. where new national 
farm loan associations are being organized, an attempt could be made in connec- 
tion with the organization of production credit associations, to accomplish the 
selection of the same headquarters and the same secretary-treasurer, at the time 
of the organization. 

This, of course, would call for cooperation between the Federal land bank and 
the production credit corporation, also between the organizers and the boards of 
directors of the respective associations. If energetically pursued, such policy 
should result in enabling each association to obtain the services of a more com- 
petent man than otherwise would be possible. 

In determining the territories to be assigned to new associations of both types, 
the Federal land bank and the production credit corporation should cooperate 
with a view to accomplishing the coordination above outlined. This should also 
be borne in mind in the reallocation of territories assigned to national farm loan 
associations, through amendments to the charters of such associations. Many 
national farm loan associations now have territories that do not constitute satis- 
factory units for them, and would be even more unsatisfactory for production 
credit associations. In such cases it would obviously be a mistake to make the 
territories of production credit associations coincide with those of existing na- 
tional farm loan associations. 

From the foregoing it will be apparent that we understand the impossibility of 
coordinating the two types of association immediately, or even in the near future; 
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that we believe that the organization of production credit associations should 
proceed expeditiously, without undue delay for the purpose of fitting into the com- 
plicated pattern of national farm loan association organization; and that the sim- 
plifieation of the pattern of national farm loan association organizations must be 
the object of patient and long-time endeavor. 

Jach general agent should see that the work of the Federal land bank and pro- 
duction credit corporation of his district is coordinated along the lines above sug- 
gested, and that competent men are in the field taking proper steps to get results. 

A. 5. Goss, 
Land Bank Commissioner. 
S. M. Garwoon, 
Production Credit Commissioner. 


FEDERAL LAND Bank SystTEM 


The Federal land bank system comprises 12 Federal land banks and 1,216 
national farm loan associations, serving every State in the continental United 
States and Puerto Rico with long-term amortized farm mortgage loans. All units 
of the Federal land bank system are fully farmer-owned cooperatives having 
achieved that status in the fiscal year 1947. Loans by these banks are made on 
the basis of 65 percent of the normal agricultural value of the farm offered as 
security and may be made up to a limit of $100,000. The banks obtain their 
funds for lending purposes principally from the sale of bonds to the investing 
publie and these bonds are not guaranteed by the Government. 

During World War II these banks made more loans in number and amount than 
just prior to the war but due to the heavy payoffs of outstanding loans their 
mortgage loan account outstanding was reduced. In the fiscal vear 1950, 43,508 
loans were closed for $199,409,873 which was the highest vear since 1935 and 
third highest for lending in the entire history of the Federal land bank system. 
At the close of the fiscal year 1950 there were outstanding 308,798 loans in the 
unpaid principal amount of $930,703,611. On July 1 next, due to recent changes 
in State legislation, lending will be resumed by the Federal Land Bank of St. Paul 
in the State of North Dakota. 

The large volume of Federal land bank loans closed in 1950 reflects the increasing 
dollar amounts of mortgage credit needed by farmers to pay for rising costs of 
land, improvements, and equipment. The average size of mortgages recorded by 
all lenders in 1950 was about twice that recorded in 1940. The estimated total 
amount of farm mortgages recorded in 1950 was $1,656,000,000, the largest since 
1934. Federal land bank loans closed constituted 12.3 percent of this amount. 
This share compares with 12.1 percent in 1937-40. Of the farm mortgages 
recorded in 1950, the shares of other lenders were as follows: individuals, 29.7 
percent; banks, 28.5 percent; insurance companies, 21 percent; and miscella- 
neous, including the Farmers’ Home Administration, 8.5 percent. 

These banks had at the close of the last fiscal year only 23 farms which had 
been acquired with an investment of $93,948, and Federal land bank loans de- 
linquent or extended were only 4.8 percent of the total number outstanding. 

Gross assets of the 12 Federal land banks on June 30, 1950, before deductions 
of valuation reserves, totaled $1,082,000,000. This reflects an increase of 
$53,000,000 during the past fiscal year but represents a net reduction of $276,000,000 
as compared with 5 years ago. The net worth of the banks on June 30, 1950, 
totaled $271,779,191. This consisted of $59,287,930 of capital stock all of which 
is owned by the national farm loan associations and a few direct borrowers, 
$97,557,587 in legal reserves, and $114,933,674 in earned surplus. Aside from 
the legal reserves which are required to be set aside from net earnings, the banks 
in 1938 decided on a comprehensive reserve program. The act requires certain 
specific reserves to be set up out of net earnings, but since the experience of the 
banks indicated that such reserves would not adequately meet the requirements 
of long term mortgage institutions, a long-range program was initiated. Under 
this program each bank’s reserve requirement for losses on mortgage loans, pur- 
chase-money mortgages, real estate sales contract and the accrued interest, 
delinquencies, extension and advances in connection therewith are determined on 
the basis of extensive and continuing studies of the bank’s experience. 

On June 30, 1950, the combined net worth of the 1,216 associations amounted 
to $96,159,510. consisting of capital stock of $58,992,570, legal reserve of $7,143,623, 
surplus reserve for losses of $6,258,040, and an earned surplus of $23,765,277. 
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During the year ended June 30, 1950, 11 of the 12 Federal land banks were on 
a dividend-paying basis and declared a total of $9,010,545 in dividends. Since 
resuming dividend payments in 1944, the banks through the fiscal year 1950 have 
declared dividends totaling $47,780,929. This is in keeping with the law and 
cooperative principles for returning savings to the ational Parts loan associations 
in the way of dividends. 

From the source of dividends paid to them by the banks and other income, the 
associations have built up their net worth positions and at the same time have 
paid out substantial amounts in dividends to their member-borrowers. Practi- 
cally all the national farm loan associations have adopted long range financial 
programs and have established reserve requirements. During the fiscal year 
1950 the national farm loan associations paid dividends aggregating $3,710,078 
to their shareholders and since the resumption of dividends in 1944 have, through 
June 30, 1950, declared dividends totaling $18,400,634. The associations gener- 
ally have developed to the point where they may be considered strong cooperative 
organizations, well housed and efficiently staffed. 


JOINT STOCK LAND BANK 


The last of the 88 joint stock land banks which were privately owned and 
originally chartered under the Federal Farm Loan Act is being liquidated this 
week and will remove them completely from the picture. These banks have 
been in process of orderly liquidation since 1933. 


FepERAL Farm MorrGaGce CorPORATION 


The Federal Farm Mortgage Corporation was established pursuant to the pro- 
visions of the Federal Farm Mortgage Corporation Act approved January 31, 
1934, for the following purposes: (1) To provide funds for the making of loans to 
farmers by the Land Bank Commissioner pursuant to the provisions of section 32 
of the Emergency Farm Mortgage Act of 1933, (2) to make funds available to 
the Federal land banks to assist them in their financing during periods of emer- 
gency, and (3) to make loans to joint stock land banks. The Commissioner’s 
lending authority expired July 1, 1947. Since then activities of the corpora- 
tion have been confined largely to the liquidation of outstanding loans in an 
orderly manner. The Federal Farm Mortgage Corporation does not have a 
staff of employees; the services and facilities of the Farm Credit Administration, 
Federal land banks, and national farm loan associations are utilized to carry out 
the functions of this Corporation. 

Pursuant to the above-mentioned act, capital stock of the Corporation in the 
sum of $200,000,000 was subscribed by the Governor of the Farm Credit Admin- 
istration on behalf of the United States. Under subsequent statutory authority 
$199,990,000 was repaid into the surplus fund of the United States Treasury, 
leaving only $10,000 invested in the Corporation at December 31, 1950, the 
$10,000 capital retained by the Corporation being to preserve the stock interest 
of the United States in it. 

From May 1, 1933, to December 31, 1950, there were 679,716 Land Bank 
Commissioner loans made totaling $1,217,842,500. Approximately 75 percent 
of these loans were made from 1933 to 1936 to assist farmers who were in financial 
distress during that period. 

Subsequent to the enactment of Public Law 98 on June 30, 1945, which author- 
ized the Federal land banks to make loans up to 65 percent of normal value and to 
purchase commissioner loans from the Federal Farm Mortgage Corporation, the 
volume of commissioner loans made dropped sharply. Since July 1, 1947, when 
the authority to make new loans expired, only a few refinancing loans have been 
made. 

On June 30, 1945, there were 252,797 loans outstanding with unpaid principal 
of $308,915,300. From that date until December 31, 1950, loans outstanding 
decreased 79.2 percent in number and 86.2 percent in amount, leaving only 52,674 
loans with unpaid principal of $42,615,700 outstanding on the latter date. Dur- 
ing this period the land banks purchased 66,778 loans, purchased money mort- 
gages, and contracts from the Corporation in the total amount of $91,199,257. 
As of December 31, 1950, the Corporation held only 16 farms with an investment 
of $53,274 and commissioner loans delinquent or extended were only 10.9 percent 
of the total number outstanding. 
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The Corporation, in addition to paying all of its expenses including losses on 
loans from its earnings, had paid dividends aggregating $98,000,000 to the Gov- 
ernment through April 26, 1951. At December 31, 1950, the earned surplus of 
the Corporation was $40,670,700. 


‘Farm Crepit ADMINISTRATION 
(Statement by George M. Brennan, Intermediate Credit Commissioner) 


SELECTED DATA CONCERNING THE 12 FEDERAL INTERMEDIATE CREDIT BANKS 
ORGANIZED UNDER THE AGRICULTURAL CREDITS ACT OF 1923 


1. Financial, as of June 30, 1950.—Capital stock (held by Secretary of the 
Treasury) $60,000,000; surplus reserves $38,500,196; total net worth $98,500,196. 
Debentures and other borrowings outstanding, $552,425,000. Ratio of indebted- 
ness to net worth, 5.6 to 1. 

2. Sources of loan funds.—Funds for lending purposes obtained principally 
through monthly sales to investing public of consolidated collateral trust deben- 
tures, supplemented by short-term borrowings from commercial banks. Obliga- 
tions of the banks are not guaranteed by the Government. 

3. Volume of business.—Following is a summary of the amount of credit 
extended by the banks, by types of institutions, for the periods indicated and the 
amount outstanding at the end of each period: 





9 months ended Mar. 31— 





1951 1950 


Loans to and discounts for— ing cat 





Production credit associations ____.- $1, 225, 095, 469 | $1, 122, 107, 677 $899, 063, 295 

Other agricultural credit corporations ‘and commercial 

banks... PRE RS ES 160, 660, 954 154, 965, 571 122, 298, 034 

Banks for “‘cooperativ SREY ep) Sad 2 a 125, 645, 025 102, 892, 047 100, 869, 973 

Farmers’ cooperatives... __. iia piarlkce wists wees ws =a 8, 226, 825 9, 427, 866 7, 104, 189 
| 











1, 519, 628, 273 1, 389, 393, 161 | yt 129, , 335, 491 
Total loans and discounts outstanding at end of period..| 591, 189, 290 ui 665, 950, 166 | "500, 323, 781 











4. Losses.— Losses sustained from organization in 1923 through March 31, 1951, 
amount to about five-one hundredths of 1 percent of credit extended. 

5. Inierest rates—Interest rates on loans and discounts (as of May 1, 1951) 
range among the 12 banks from 2 percent to 214 percent (234 percent in Puerto 
Rico), compared with high point of 6 percent in 1929. 

6. Operating expenses.—All expenses, including cost of supervision and ex- 
amination by Farm Credit Administration, are paid and any losses are absorbed 
out of income, not out of funds appropriated from the Treasury. 

7. Net earnings, franchise taxes.— After expenses, losses and provision for re- 
serves, each bank pays into the United States Treasury, as a franchise tax, 2 
percent of its net ernings each year. Franchise taxes paid from organization to 
June 30, 1950, aggregate $8,013,182. Total net earnings (franchise tax plus 
accumulated surplus reserves) of $46 ,013,378 represent net return of 3.01 percent 
per annum on average capital and paid-in surplus of $56,810,000 from organization 
to June 30, 1950. 


Tue Feperau INTERMEDIATE CreEpIT BANKS 
CREATION AND PURPOSE 


The 12 Federal intermediate credit banks, one in each farm credit district, were 
organized pursuant to the Agricultural Credits Act of 1923. They discount 
agricultural and livestock paper for, and make loans to, financing institutions and 
farmers’ cooperative associations to finance the seasonal production and marketing 
credit needs of farmers and stockmen. The maximum maturity of such loans and 
discounts is fixed by law at 3 years. In practice, notes are drawn to mature in 
one production and marketing season, ordinarily not more than 1 year. The 
intermediate credit banks do not make loans directly to individuals but operate as 
banks of discount; and they do not accept deposits except as collateral security, 
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CAPITAL STRUCTURE 


The Federal intermediate credit banks are wholly owned by the United States. 
At June 30, 1950 each of the 12 banks had a paid-in capital of $5,000,000, a total 
of $60,000,000 for the system. All capital stock is held by the Secretary of the 
Treasury. In addition to their capital, which remains intact and unimpaired, the 
banks had accumulated surplus reserves of $38,500,196 as of June 30, 1950 
($12,050,000 of reserves for contingencies and $26,450,196 of unreserved surplus). 
Thus, their total net worth at the beginning of the current fiscal year amounted 
to $98,500,196. 

In 1934 there was created, pursuant to section 15a of the Federal Farm Mort- 
gage Corporation Act, a revolving fund of $40,000,000 to provide additional 
capital for the Federal intermediate credit banks. The Governor of the Farm 
Credit Administration is authorized, with the approval of the Secretary of the 
Treasury, to subseribe and pay for additional capital stock or paid-in surplus as 
may be needed to enable the banks to meet the credit needs of eligible borrowers. 
This sum, which was invested during 1934 in $10,000,000 of additional capital 
stock and $30,000,000 of paid-in surplus, was returned to the revolving fund in 
the Treasury in the fiscal year 1941. Again, in June 1948, the sum of $500,000 
was invested in the paid-in surplus of one of the banks and was returned to the 
revolving fund in June 1950. 


SOURCES OF LENDING FUNDS 


The capital resources of the banks, above the amounts invested in securities 
and carried in the form of working cash balances, is sufficient to carry only a small 
part of the loans and discounts of the intermediate credit banks. Their lending 
operations, therefore, are financed principally through the issuance and sale to the 
investing publie of consolidated collateral trust debentures, and through short- 
term borrowings from commercial banks. The law provides that the United 
States shall assume no liability, direct or indirect, for any debentures or other 
obligations issued by the banks. The maximum maturity of any debentures 
issued is limited to 5 years. All issues of debentures and other borrowings require 
the approval of the Farm Credit Administration. 

No Federal intermediate credit bank may have outstanding debentures or 
similar obligations, issued by or for its account, in an amount exceeding 10 times 
its surplus and paid-in capital. 


MANAGEMENT AND SUPERVISION 


Each bank operates under its own corporate management and under the direc- 
tion of a board of directors composed of the members of the district Farm Credit 
Board who are, ex officio, the directors of the four banks and corporations in each 
district. The operations of the intermediate credit banks are supervised by the 
intermediate credit commissioner, who is responsible to the Governor of the Farm 
Credit Administration. The banks are examined and audited once each year by 
Farm Credit examiners who are public officials, subject to the same requirements, 
responsibilities, and penalties as are national bank examiners. 


LENDING AND DISCOUNTING OPERATIONS 


. The Federal intermediate credit banks presently are discounting paper for and 
making loans to the 500 production credit associations, approximately 80 agricul- 
tural and livestock credit corporations, 2 commercial banks in Puerto Rico, and 
the 13 banks for cooperatives. In the past they have made loans to a considerable 
number of farmers’ cooperative associations. Loans to such associations now are 
made by the banks for cooperatives which, from time to time, borrow from the 
intermediate credit banks. Only two farmers’ cooperatives have borrowed directly 
from the credit banks in recent years. 

+ All notes or other obligations discounted for any financial institution are required 
to. be endorsed by the offering institution. No credit is extended on a nonrecourse 
basis, 

VOLUME OF BUSINESS 


During the fiscal year ended June 30, 1950 the intermediate credit banks closed 
loans and discounts in the amount of $1,519,628,000; and they had outstanding 
loans and discounts of $591,189,000 at the close of the fiscal year. A substantially 
larger volume is in prospect for the current year, as evidenced by the fact that 
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during the 9-month period ended March 31, 1951 loans and discounts closed 
amounted to $1,389,393,000, compared with $1,129,335,000 closed during the first 
9 months of the preceding fiscal year. The amount of credit outstanding at 
March 31, 1951 was $665,950,000 compared with $500,324,000 a year earlier. 

The increased volume of loans and discounts has necessitated increased borrow- 
ings by the banks. During the 9-month period ended March 31, 1951 the banks 
issued debentures and obtained short-term loans from banks in the amount of 
$725,565,000, compared with $510,625,000 in the 9 months ended March 31, 1950. 
Debentures and notes payable outstanding amounted to $623,890,000 on March 
31, 1951, compared with $463,480,000 a year earlier. 

The upward trend in demand for credit made upon the intermediate credit 
banks reflects the current high production costs, prices of feeder livestock and 
other livestock purchases, and increased acreages of cotton, wheat, and other 
essential crops. In their efforts to meet the increased demand for agricultural 
products, many farmers find it necessary to borrow larger sums than have been 
required heretofore. As banks of discount, the Federal intermediate credit banks 
do not initiate lending programs or promote a demand for their services. It is 
their function, expressly authorized and clearly defined in the Act, to finance 
eligible and acceptable paper offered to them by institutions qualified to receive 
such credit. Their volume of business thus is governed primarily by the demand 
for credit, which is affected by general economic conditions, prices of agricultural 
commodities, crop and livestock yields, production costs and other variable fac- 
tors, rather than by administrative action, 


INTEREST AND DISCOUNT RATES 


Each Federal intermediate credit bank is authorized, subject to the approval 
of the Intermediate Credit Commissioner, to establish rates of interest and discount 
which, except with the further approval of the Governor of the Farm Credit 
Administration, may not be more than 1 percent above the rate borne by the last 
issue of debentures in which the bank participated. Because of fluctuations in 
money rates generally, which are reflected in the rates at which debentures of 
the banks can be sold, the lending rates of the banks have ranged from a high of 
6 percent in 1929 to a low of 1% percent, the latter rate having been maintained 
from February 1939 until the spring of 1947 when the banks were obliged to begin 
adopting higher rates because of the increased cost of borrowed funds. The gen- 
erally upward trend in money costs since that date has necessitated further 
increases in lending rates of all the banks, some of which are now being put into 
effect. It is expected that by the close of this fiscal year all the banks will have 
established rates of 24% percent or 2% percent, except that the rate charged in 
Puerto Rico will be 2% percent. : 

EARNINGS 


The income of the intermediate credit banks is derived principally from interest 
earned on their loans and discounts, together with income from investments. 
Out of such income the banks pay all interest costs on borrowed money, salaries 
and other operating expenses, and the cost of supervision and examination by the 
Farm Credit Administration. No appropriations from the Federal Treasury are 
required to meet their operating costs. Net earnings of the 12 banks from 
organization to June 30, 1950, after paying all such costs and absorbing losses, 
amounted to $46,513,378. 


DISPOSITION OF EARNINGS; FRANCHISE TAXES 


Each Federal intermediate credit bank, at the end of its fiscal year, after pro- 
viding such reserves for contingencies as its board of directors (with the approval 
of the Farm Credit Administration) may determine, is required to pay to the 
United States Treasury a franchise tax equal to 25 percent of its net earnings and 
to transfer the remainder of such earnings to its surplus account. Net earnings 
since 1923 have been applied as follows: 

To payment of franchise taxes___.__._______- ~tolvias te) sr eB Oe 18g 


To reserve for contingencies _- ies Satie thin eee, 12, 050, 000 
To surplus earned________- Bate Uy > has. Si 3 ZJeijods.20 Bebe 1s 


Total to June 30, 1950. _ __ . _ 46, 513, 378 
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Propuction Crepit SystEM 


The production credit system includes 500 local production credit associations 
with a membership of more than 460,000 farmers and ranchers, 12 district produc- 
tion credit corporations, and the Production Credit Division in the national 
offices of the Farm Credit Administration in Washington, D.C. The system has 
now completed 17 years of operation. The production credit associations have 
demonstrated the ability of farmers and stockmen to successfully build and operate 
cooperative credit associations with the reer y and constructive supervision 
provided by the officers and employees of the 12 production credit corporations 
under their district boards of directors. These associations are providing sound, 
short-term credit service adapted to the individual needs of their stockholder 
members. Farmers and ranchers generally have benefited from the pace-setting 
accomplishments of these associations through their influence on loan terms of 
other lenders. Necessary loanable funds are obtained primarily by rediscounting 
ne notes and other borrowings from the 12 Federal intermediate credit 

D 


PRODUCTION CREDIT CORPORATIONS 


The 12 production credit corporations supervise the local production credit 
associations in their respective districts. Through their officers and field force, 
the corporations work with the associations in the maintenance of a sound and 
constructive credit service to farmers and ranchers. They review the credit re- 
quirements of the area served by each association from time to time to deter- 
mine whether the proper kind of service is being rendered. They make a credit 
analysis and examination of the loans of each association once a year, and make 
studies of various phases of association operations to aid in solving problems and 
to improve efficiency and economy of operations. The corporations also sponsor 
plans for the complete local ownership of associations, and have been primarily 
responsible for the training of association directors and officers and of certain 
employees having specialized duties. 

e corporations provided the initial capital of the production credit associa- 
tions. As farmer-owned capital and reserves in the associations have been 
built, the capital supplied to the associations by the corporations has been greatly 
reduced and, with respect to 176 of the 500 associations, had been repaid in full 
by the beginning of 1951. 

There follow figures comparing the personnel, administrative expenses, and the 
amount of paid-in Government capital of the production credit corporations in 
the fiscal year 1950 as compared with 1945: 














12 months ended, or as of, 
June 30 
Item 
1945 1950 

Number of personne] (man-years) ..........-.-...---..-----.---+------------ 222 182 
Amount of administrative expenses____-_-_-_- BIRT MOOS te kon SOAR LA ee $1, 321, 000 $1, 339, 000 
Amount of paid-in capite] (provided by the Government from the $120,000,- 

000 origins! revolving fund authorized by the Congress in 1933 and reduced 

to $90,000,000 in 1949) _________-------.----- PP PNR. ty EET SRE EO $108, 300, 000 $42, 235, 000 








PRODUCTION-CREDIT ASSOCIATIONS 


Production-credit associations are organizations of farmers either partially or 
wholly owned by those who have loans or have had loans with the associations. 
These 500 cooperative associations, each with a designated territory, cover the 
entire United States and the island of Puerto Rico. 

The board of directors of each association, elected by and from the membership, 
has the responsibility, under the supervision of the production-credit corporation 
of that district, for carrying on all phases of the association’s business, including 
the making, servicing, and collecting of loans. Through these loans, the associa- 
tions provide short-term financing for all types of farming operations to those 
who can qualify under sound credit principles. ae 

Applications for loans are analyzed on a basis of the ability of the individual to 
pay from his income. Loans are usually made on a budgeted basis and are 
generally disbursed in installments as needed by the member and repaid when the 
products financed are sold. In most cases a crop lien or chattel mortgage consti- 
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tutes the security. Interest is charged only for the time the money is actually 
outstanding. 


Summary of operations of production-credit associations, 1945 compared with 1950 





























Year ended, or as of, 
December 31 
Item iia 

1945 1950 
Number of production-credit associations___.___.__- tinal so HF RR 5il 500 
Number of stockholders (farmers and stockmen)__....__........-_-..---------- 363, 000 462, 000 
Dioahet.oF babies Wier oi Sis ocd: is) ae ee are a ° 214, 000 288, 000 
Number of associations completely member-owned._...______........____- 2 | 176 

Number of other associations in which member-owned capital plus legal 

reserves and surplus represent 75 percent or more of total net worth ___. 68 241 
Amount of loans made ine onan Me ale <kaenie aaa esata aie by santas aa td re 516, 116, 000 $1, 075, 710, (BO 
Maximum balance of loans outstanding duting year. ...........- _...-.-| 269,734,000 545, 764, 000 
Capital stock owned by members (farmers and stockmen) -____- eS. tes ah 71, 145, 000 
Total legal reserves and surplus......._........_......-......--..--.-.----- 34, 922, 000 63, 868, 000 
Stock of the associations owned by the production-cre dit corporations ee | 55,355, 000 15, 728, 000 
Total net worth of the associations........__..._. Bs EAP ke Mees _| 123,250,000 | 150, 741, 000 


Te ON OR Ne i ae le seins aeeene eS 2, ~4 po 28, 862, 000 
Interest expense on funds borrowed from Federal intermediate-credit banks_- 9, 362, 000 


Operating expenses --- -| S08, pond | 13, 615, 000 
Final net earnings, including income on investments and after providing for | } 
RN inches 6 dies thd oa ER eda ie + +Sadincee ncn eons skebaskiataes 3, 459, 000 7, 261, 000 





The following brief statements give general information regarding the opera- 
tions of the associations (most figures in round amounts): 

There were 462,400 farmer stockholders of the 500 production-credit asso- 
ciations at the end of 1950. 

2. The associations made 288,000 loans for $1,076,000,000 in the calendar year 
1950. The average-size loan (including all advances made during the vear) 
was $3,734; the median-size loan (repaid and renewed) was $1,221; 46 percent of 
the loans were for $1,000 or less. (Latter two figures are for 12 months ended 
June 30, 1950.) 

3. Most of the loans are made on a budgeted basis with an average of more than 
four advances and four repayments per loan. Borrowers pay interest only for 
the time the money is outstanding. 

4. Loans are made for general agricultural and production purposes and, with 
few exceptions, have a maturity not in excess of 1 year. 

5. A typical association serves six counties. In addition to their headquarters, 
the 500 associations maintain over 1,000 branch offices, and there are many 
other points where applications for loans may be made. 

6. The most recent data available indicate approximately 1,000 locations in 
which some credit service of the production credit associations and the national 
farm loan associations is available to farmers through joint or adjacent offices. 

7. Responsibility for the operations of each of the associations rests in a board 
of directors, usually consisting of five members, elected by and from the farmer 
stockholders of the association. Loans are disbursed by the associations from 
their own funds under the authority of their executive committees and usually 
with no other approvals. 

8. Losses are charged first against reserves and the class B capital stock owned 
by farmer stockholders before there is any loss on the class A capital stock, if 
any, owned by the production-credit corporations. 

Total losses on association loans from organization to December 31, 1950, 
have amounted to only slightly more than one-tenth of 1 percent of the cash 
advanced. 

10. The amount of loans delinquent over 30 days on March 31, 1951, was 1.4 
percent of the total amount outstanding. 

The associations obtain most of their loanable funds by discounting farmers’ 
notes with and other borrowings from the Federal intermediate-credit banks. 
As of May 1, 1951, the associations will be paying from 2 to 2'4 percent interest 
to the credit banks for these funds. 

12. Associations pay their operating expenses, and interest on borrower funds, 
absorb losses, and build reserves from the interest and fees paid by farmers and 
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interest on investments. The interest rate charged to farmers by most associa- 
tions is from 5 to 6 percent. 

13. The average cost of loans to members in 1950, including amounts paid for 
record searches, filing or recording mortgages, and all other fees was 6.07 percent 
per annum. 

14. Every borrower must own stock in the association equal to at least 5 percent 
of the amount of his loan. Many members keep their stock although not cur- 
rently borrowing. 

15. About $13 million of class A stock, which is in addition to B stock legal 
requirements for loans, has been purchased by farmer members to hasten the 
retirement of corporation-owned capital or to build added financial strength after 
their associations became farmer-owned. 

16. The investment of farmer stockholders in the capital stock of their asso- 
ciations increased $6,277,000 during 1950 and totaled $71,145,000 (par value) at 
the end of the year. 

‘17. Legal reserves and surplus in the associations increased $6,867,000 during 
the year and totaled $63,869,000 at December 31, 1950. 

18. As farmers have purchased and held their stock in the associations, and as 
accumulated earnings have been built up, the corporations’ investments in the 
associations have been reduced. From a peak of $90 million in 1934, the class A 
stock owned by the production-credit corporations in the associations has been 
reduced to $15,728,250 as of December 31, 1950. 

19. Legal reserves and surplus of the associations plus member-owned capital 
on December 31, 1950, represented 89.6 percent of the total net worth, while 
capital stock owned by the production-credit corporations amounted to 10.4 
percent. 

20. By January 2, 1951, 176 associations were fully member-owned, having 
retired all corporation-owned capital stock. In 241 other associations, the mem- 
ber-owned capital stock plus accumulated reserves represents 75 percent or more 
of the total net worth. 

21. Production-credit associations pay taxes on real estate and tangible personal 
property. Upon becoming wholly farmer-owned, associations are also subject to 
Federal and State income and other applicable taxes. 

22. The book value of the capital stock of each of the 500 associations exceeds 
the par value. 

23. Of the total non-real-estate loans to farmers by commercial banks, Com- 
modity Credit Corporation, Farmers Home Administration, privately capitalized 
financing institutions rediscounting with the Federal intermediate-credit banks, 
and production-credit associations, the PCA’s held 12.5 percent of such loans 
outstanding on July 1, 1950, as compared with 12.3 percent as of July 1, 1945. 

There are attached the following charts: 

Non-Real-Estate Loans to Farmers by Selected Lenders—Average Amount 
Outstanding, 1910-49 

Total Production Expenses Per Farm and Average-Size PCA Loan Made, 
United States, 1939-50 

Progress Toward Complete Member Ownership of PCA’s, 1934-50 

Progress in Member Ownership of PCA’s, 1950 as Compared With 1945 
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TOTAL PRODUCTION EXPENSES PER FARM AND AVERAGE 
SIZE PCA ‘LOAN MADE, UNITED STATES, 1939-1950 


ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 









































INDEX 
400 
300 
FARM EXPENSES 
4 
4 
7 
_|7 
4 
v4 
7 
200 con 
4 
“S— AVERAGE SIZE 
PCA LOAN 
1939=100 
100 
0 | | 
1939 1941 1943 1945 1947 1950 
Note: Farm expenses include all direct operating expenses, maintenance 


and depreciation of buildings and equipment, taxes, interest paid, and 
net rent to non-farm landlords. 
1950 are preliminary. 


Data for farm expenses for 1949 and 





inf aD ONE EO 











ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 191 









PROGRESS TOWARD COMPLETE MEMBER. 
OWNERSHIP OF PCA’ 


DOLLARS- MILLIONS 


100 


CAPITAL OWNED BY 
GOVERNMENT 
ee ™“ 
75 = 
V Me ya 
"4 
50/- / 
ai oo BY 
F 4 
» 
~ 


aT \ 


> a 
- 
-~ 
ry ieee tS 


| i 
1934 1941 


NOTE: YEAR END FIGURES 






































ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


192 





NOLONIMSYM ONY H¥LN ‘NODZHO “WNWLNOW ‘OHNO! ‘OOWNOT02 “VINWOs!TV2 40 SBLWAS BHA Ni SWOLVH9GO *901S39417 ZDuw? SNIANIS SNOIAVIDOSS¥ Sinas away 


ote ‘ta SNONAVIDOSSY Twi0L is 
oe Hi8OM L3N W10L BML 40 WEL 
>, NYHi $S37 AN3S3ud34 S3AN3S34 OFLVINWNDON SNId 
¥ *201S Wildv) O3NMO-N3ENIW 3u3HM SNOILWIIOSSY tee [| 
> 4 


H14OM 13N W1i0L 341 40 JUOW BO %SL 
1N3S38¢36 S3AH39S3H OR1VINWNDOV SNe “OOS 
WWildv) Q3NMO W30W3M 3u3HM SNOULWIDOSSy 09 Aaa 





Q3NMO-8IGWIW 479197GWOS SNOWiDOssSy 2 





Sv6l ‘If YIGW3030 


SNOILVIOOSSV 1IG3YD NOILONGOYd 4O 
dIHSYSNMO YSEW3W NI SS3Y90Ud 





193 


WNOLONIHSYM ONY HVLN 'NOD3¥O 'WNVLNOW ‘OHVO! ‘OOVHOI0D ‘VINNOSITVD 4O S3LVIS JH1 NI SYOLVERdO WIO1STAIT FOWVT ONIAWSS SNOIVIDOSSY SIN3S3Ud3Y | 


SNOMVIDOSSY Iwi0L OOS 


HiNOM 13N TWWLOL BML dO %GL 
NVHL SS37 1N3S38d3Y S3AN3S3IY AZIVINWNDOW SNid 
MOIOLS TWlIdv2 OINMO-¥3EN3W 3HgHM SNOIIWVIOOSSY £8 


HL¥OM 13N TWL01 3H1 40 JYOW HO KEL 
4N3S38d3u S3AKIS3IY CILVINWNDOV SNId *I01S 
WildvD GINMO-83IEW3IN 3Y3HM SNOILVIDOSSY 


(16612 YO! NUS NO G3NMO-¥3IEWIW AIZLZIGWOD 
3WYO38 LVH1 SNOILVIDOSSY 2! ONIONTONI) 
Q3NMO-B3IEGW3IW ATZLIIGWOD SNOILVIDOSSY 





ia) 
[om 
B 
=) 
=) 
oO 
Lom 
mG 
oO 
< 
ae 
o 
‘= 
Zi 
<2) 
a 
> 
f=) 
< 
ay 
ie) 
Qa 
<3) 
s0) 
eH 
—) 
°o 
N 
ia) 
— 
> 
et 
ran 
sal 
oQ 
< 


‘1€ Y38W39030 











194 ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


BANKS FOR COOPERATIVES 
ORGANIZATION OF THE BANKS 


There are 13 banks for cooperatives, one in each of the farm-credit districts and 
a central bank in Washington. The members of the district farm-credit boards of 
directors serve as the boards of the district banks. There is a separate seven-man 
board for the Central Bank for Cooperatives. 

These banks make loans, within the limitations of law, to eligible farmers’ 
cooperative associations engaged in marketing agricultural products, purchasing 
farm supplies, and furnishing farm business services. Loans are made for the 
purposes of financing the effective merchandising of agricultural products, the 
operations of the association, and the construction or acquisition of physical 
facilities. 

Cooperative associations are served by the particular district bank for coopera- 
tives in whose territory the principal office of the cooperative is located. The 
central bank finances large national or regional cooperative associations whose 
operations extend into several farm-credit districts, and also participates in certain 
loans made by district banks. 

Supervisory functions over the banks for cooperatives are exercised by the 
Cooperative Bank Commissioner acting under the general direction of the Gov- 
ernor of the Farm Credit Administration. The Cooperative Bank Commissioner 
is also ex officio chairman of the board of the central bank and its executive officer. 


LOANS AND FINANCIAL CONDITION OF THE BANKS 


The banks made three types of loans: commodity loans, which are of short-term 
and secured by first liens or title documents on farm products or supplies; operating 
capital loans, for the purpose of supplementing the borrower’s working capital and 
generally made from 1 to 3 years; and facility loans, to finance or refinance the 
construction or purchase of physical facilities such as grain elevators, cotton gins, 
and milk-processing plants. The interest rates on these loans are 214 percent, 
3 percent, and 4 percent, respectively. 

The attached sheet marked “Exhibit 1’’ shows the amount of loans outstanding 
and the financial condition of the banks for the calendar years 1940 and 1950. 
This shows an increase in the amount of credit outstanding from 1940 to 1950 of 
342 percent; this increased volume of business is being handled by approximately 
the same number of employees as the banks had in 1940. 


HOW THE BANKS FOR COOPERATIVES ARE FINANCED 


The Governor of the Farm Credit Administration, on behalf of the United 
States, held stock in the banks as of December 31, 1950, of a par value of 
$178,500,000. 

Ali stock of the banks, other than that which is held by the Governor of the Farm 
Credit Administration, is owned by cooperative associations eligible to borrow 
from the banks. On December 31, 1950, such cooperatives had $16,647,300 
invested in the banks, either in the form of stock or payments into the guaranty 
funds. ; 

Borrowing cooperatives are required by law to purchase stock in the lending 
bank in an amount depending on the size of each loan made. 

Funds in addition to capital for lending purposes are obtained by borrowings 
from commercial banks and Federal intermediate-credit banks and by debentures 
issued by the Central Bank for Cooperatives. These borrowings, including the 
debentures, are not guaranteed by the Government, either as to principal or 
interest. 

SERVICES OF BANKS FOR COOPERATIVES 


The lending experience of the banks for cooperatives has demonstrated that 
a soundly organized farmers’ cooperative is a good credit risk. The loss experi- 
ence of the banks has been less than one-tenth of 1 percent. Prior to the organi- 
zation of the banks for cooperatives, many farmers’ cooperatives found it almost 
impossible to get financing on reasonable terms. The banks for cooperatives 
have improved credit service to farmers’ cooperatives by adapting credit to their 
particular needs. Now commercial banks actively solicit some types of coopera- 
tive loans, mostly short-term, and frequently offer more favorable rates of interest 
than are available from the banks for cooperatives. 
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Practically all of the loans made by the banks for cooperatives are directly 
utilized for (1) processing and marketing essential foods and fibers; (2) the pro- 
duction and distribution of farm supplies or the rendering of services required by 
farmers in producing such commodities; and (3) the construction of physical 
facilities needed to efficiently perform such functions. These loans are essential 
to the efficient processing, orderly marketing, and effective distribution of agri- 
cultural commodities needed for food and fiber. 

It is expected that the banks’ volume of loans for the financing of new facilities 
may be somewhat reduced in the coming year. One of the causes for this decline 
is the elimination of the financing of storage facilities under the Commodity 
Credit Corporation grain storage program. An easing of the need for additional 
grain storage facilities is responsible for this action. 


LEGISLATION NEEDED 


Present legislation does not provide a workable basis for cooperative associa- 
tions borrowing from the banks for cooperatives to eventually acquire full owner- 
ship of the banks. In order that the banks may in time be owned by the bor- 
rowing associations, legislation is needed along the line of H. R. 848, which was 
passed by the House of Representatives in the Eighty-first Congress. This 
legislation would also give authority to the 13 banks for cooperatives to issue 
joint debentures similar to the joint debentures which are now issued by the 
Federal intermediate credit banks. 


Exuisit 1.—Comparative statement of condition as of Dec. 31, 1940, and Dec. 31, 

















1940 | 1950 
! 
ASSETS | 
Credit outstanding: 
nena nena Or ON ne ie od os sd Weccaed docdusecaccau| anieme cake oe b. 
Commodity : pakeciiriplicaacealn ; rare? ..| $17,979,342 | 
Operating capital._.........--. ASE, ES Ol, Ee eee eee: 35, 354, 232 | K 
Facility eee ae aS} ; : _...| 21,407,066 | 1 107, 509, 837 
Advances under CCC programs. __.___--- Bitrate _..-.| 25,904,013 |_- oboe 
EE BE LS LRA Te OR ET eS ee 100, 644, 653 | 344, 978, 485 
UE one no emt cp erncda sini gations ea SEE pals eee 8 2, 486, 179 2, 978, 751 
Tot ered | ery 2 5,253 
Se ES TL ae eens Be. apt he ag ee 98, 158, 474 1 341,994. 481 
Cash acheraes. 8 ; a4 _..-------| 17,711,382 | 16, 264, 700 
U.S. Government obligations (amortized value) Fe eee ye 29, 375, 481 | 43, 442, 804 


Federal intermediate credit debentures (amortized value) -- 


) 
1, 328, 973 |- ‘ 
Aa emer eee TO) | Se eanacucuceses sc 1 


peoheebe 126,580 | 5, 807, 437 


TRE 5 iis So sdtoasebcdedbtea edie aie ea th on ee ose | 147, 700, 890 


407, 509, 322 


LIABILITIES 


| 


Loans rediscounted with FICB’s__._._..-_-.__.-___- A ee | $15, 760, 518 | $4, 842, 000 
Notes payable to FICB’s._...........---..--- oo. epee E 40, 067, 969 
Notes payable commercial banks _---_..____- ES | 80, 305, 000 
Totels..s-.: a Se Be tS Sy. vo eee : __---.-----| 14,760,518 | 125, 214, 969 
ce 0 See oi ea ee age eae 228,571 | %°31, 630,444 

Capital, surplus, and reserves: 
U. S. Government capital paid in. _.-................-.-.---..-...---..- | 109,000,000 | 178, 500, 000 
Capital stock—cooperatives Sa a Sete ews 3, 485, 300 | 16, 515, 200 

Guaranty fund—cooperatives___- =e HKD Pitts els 134, 600 | 

] 


132, 100 
hatin 112, 619, 900 195, 147, 300 
Fa Shee 13, 457, 226 


Total capital stock 
Legal reserves 


Reserve for contingencies Ske APS Seen, oe Mere gi cataneet | 1, 390, 000 | 6,150, 000 
Earned surplus ie) ine : TEA Meek Se wwcuncedst 1 7ORen 35,909, 383 
EE RIESE ES REE ES CRE: Ee ee TS 131,711,801 | 250, 663, 909 


| 


ee I AS ccigsht dbs sikh is wuhswekw ba eeebek ne SS i : | 147, 700, 890 407, 509, 322 





1 Includes facility —CCC storage programs, $7,587,203. 
2 Deduction—indicates participation sold 
Includes debentures, $30 million. 
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CooPpERATIVE RESEARCH AND SERVICE DIVISION 


What is now the Cooperative Research and Service Division of Farm Credit 
Administration was established by the Cooperative Marketing Act, approved 
July 2, 1926. This act was passed by Congress after extensive consultation with 
cooperative leaders and provided for the establishment of a Division of Coopera- 
tive Marketing in the Department of Agriculture. Under the Act the Division 
is authorized to ‘‘* * * render service to associations of producers of agri- 
cultural products, and federations and subsidiaries thereof * * ” and 
also ‘““ * * * to acquire, analyze, and disseminate economic, statistical, and 
historical information regarding * * * cooperative associations in the 
United States and foreign countries.” 

The Cooperative Research and Service Division conducts research studies and 
service activities relating to problems of management, organization, policy, 
merchandising, sales, costs, competition, and membership arising in connection 
with associations engaged in the cooperative marketing of agricultural products, 
purchasing of farm supplies, credit, finance, insurance, and other cooperative 
activities, publishes the results of such studies, and confers and advises with 
officials of farmers’ cooperatives and others in the dissemination of information 
relating to cooperative principles and practices. 

The growth of farmers’ cooperatives has coincided with the increase in the 
interest of farmers in the off-farm aspects of their business. These cooperatives 
furnish a medium peculiarly adapted to the performance of off-farm business by 
the producers themselves if the need arises. They enable the man on the ‘‘family 
farm” to pool his products and resources with those of his neighbors to market 
his products effectively and to purchase his production supplies or obtain various 
business services economically, while continuing to operate the farm itself as an 
independent business unit. The Department of Agriculture has long concerned 
itself with the on-farm problems of producers. With off-farm aspects growing 
in importance, it has a like responsibility to keep apace with them in its research 
and service work; hence its growing interest in and concern with cooperatives 
which provide producers a tested mechanism for attacking the off-farm problems 
which bear on their economic status. 

Farmers’ marketing and purchasing cooperatives have remained fairly stable 
in number during the past 20 years, but most of them are performing added 
services for their patrons and have gained in efficiency and financial strength. 
The 10,000 associations of these types now represent an annual volume of busingss 
of over $9 billion, and serve about half of all American farmers. Farmers’ own- 
ership equities in these marketing and purchasing cooperatives alone are esti- 
mated as $1.1 billion in 1949, with such equities in all cooperatives estimated to 
be $2.2 billion. 

With increasing emphasis now being given to marketing research the gains 
realized from it can be reflected directly to farmers through their cooperatives. 
Furthermore, the competitive influence of cooperatives gives greater assurance 
that improvements arising from marketing research will be reflected to both pro- 
ducer and consumer. Much of the improvement in the quality and grade of farm 
products, for example, is due to the efforts of marketing cooperatives, many of 
which have been assisted by workers of the Division. 

As of July 1, 1950, the Division staff was working on 71 projects of reaeserch 
character and relating to every major group of farm products as well as to such 
farm supply items as feed, fercilizer, and petroleum products, and to such service 
needs of farmers as transportation, insurance, dairy herd improvement, and rural 
health. During the 1950 fiscal year, 19 bulletins and other reports of research 
findings were issued for general distribution and 36 reports prepared for more 
limited distribution. Often the research results, though based primarily on data 
provided by cooperatives, prove of interest and benefit to business firms generally 
and not to cooperatives alone. 

The relative emphasis placed on research and service work by the Division has 
shifted from time to time as the national situation and the needs of cooperatives 
have changed. While a unit of the Federal Farm Board (1929-33), the Division 
was in effect a service agency engaged in economic surveys to assist in determing 
the soundness of requests for loans presented to the Board. Between 1934 and 
1942 research work was again stepped up. During World War II emphasis was 
placed on service work to help cooperatives make their maximum contribution in 
meeting wartime needs and to assist defense agencies to understand and use 
cooperatives. 

This effort in World War II included assistance to cooperatives in taking on war 
contracts, adopting conservation measures, and generally maintaining organiza- 
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tional and operating efficiency. For example, a survey was made of the possi- 
bilities of fruit and vegetable dehydration by cooperatives, and assistance was 
given qualified cooperatives in starting dehydration operations. Another wartime 
function involved projects of war agencies delegated to the Division. For ex- 
ample, Division staff members handled all priority requests for frozen food locker 
xlants and made recommendations for action to the War Food Administration. 
Still another Division activity was to counsel with war agencies regarding distine- 
tive operational procedures of cooperatives and the effect on them of proposed 
orders. For example, the Division staff clarified the significance of patronage 
refunds for the guidance of OPA officials in preparing their price directives. 

Following the close of World War II the Division resumed the research functions 
again and even increased its marketing research under the impetus of the Research 
and Marketing Act of 1946. With the onset of the present emergency, the trend 
once more is toward utilizing the Division staff to attack defense mobilization 
problems affecting cooperatives and the industries of which they are a part. 
ivery effort will be made to keep the program of work flexible so as to meet such 
problems as they arise. 

Mr. Poace. I wonder if you could give us some idea as to what we 
can expect in the way of getting these agencies further into the farmers’ 
hands and with less supervision, if we can hope for something of that 
kind. 

Mr. Duaaan. We think we have made rapid progress in that re- 
spect 1 think you will always have some people who will question it 
just as you constantly hear questions about the supervisory authorities 
of the Comptroller of the Currency. 

So far as the Farm Credit institutions are concerned, the supervisory 
authorities placed in the Farm Credit Administration in Washington 
are comparable with the supervisory authorities placed in the Comp- 
troller of the Currency, Federal Deposit Insurance Corporation, and 
the Federal Reserve Board, with respect to national banks. But we 
do not have as much authority in some cases as they have over com- 
mercial banks. 

Mr. Poace. You do not have as much authority over their loans? 

Mr. Duaaan. They make the loan; we examine it. The Federal 
intermediate credit bank may accept or reject it for discount. 

In the case of the Federal land banks the law provides there shall be 
an appraisal made by an appraiser who is a Government official and 
that the loan cannot exceed 65 percent of the normal agricultural value 
established by the appraiser. It would take a change in law. 

Mr. Poace. That is because the law sets those things out? 

Mr. Duaaan. Yes. 

Mr. Poace. What authority do you exercise in regard to the 
organization of local offices and the employment of local help? 

Mr. Duaaan. None that I know of in Washington. We do lay 
down certain regulations and rules to be followed. 

At the district level on salary scales, they work up and recommend 
salary scales, and we go over them and try to keep it on more or less 
of a uniform basis between districts and set up ranges. All such actions 
are taken by the district board and approved by me. 

As to the approval of senior officers—they are elected by the Board— 
I have the authority to approve or disapprove their salaries. 

Mr. PoaGe. In the land banks, which are wholly farmer owned, you 
do control the salary scales at Houston or at St. Paul? 

Mr. Duaean. Under the law they cannot exceed the maximum 
salary approved by the Governor of the Farm Credit Administration. 
The regulations have to be in accordance with the law. 

Mr. Poaace. In other words, you establish a ceiling? 
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Mr. DuaGan. We have a range that is approved that the district 
boards work out. They work that out and submit the range in 
salaries for all employees in the district. We approve the range. We 
have a range for the president of the bank at Houston; yes. 

Mr. Poace. Do you have any authority other than to place a 
ceiling on it? 

Mr. Duaean. I can disapprove the election of the president of the 
land bank through my authority to approve or disapprove his salary. 

Mr. Poagr. You can? 

Mr. Duaean. I can under the law; yes. I have some veto power. 

Mr. Poacs. You have veto power? 

Mr. Duaaan. Yes. 

Mr. Poaacer. That applies to any officer; does it not? 

Mr. Duaean. Yes. I was using the land bank as an example 
because they are wholly farmer owned. 

Mr. Poace. That is what I am talking about. You have the power 
to disapprove the employment of any employee; is that right? 

Mr. Duaaan. Yes. I can disapprove the payment of his salary, 
which is, in effect, disapproving his employment. It is the same 
thing. That has been delegated though to the boards except for 
certain grades at the top. 

Mr. Poace. Do you have the authority to fix those salaries? I 
mean, can they lower the salaries lower than you have? 

Mr. Duaaan. The board adopts a range. We work with them on 
that range. And, once approved, that is the range for the district. 
They are just salaries within the range of a minimum and a maximum 
salary range. 

Mr. Poagr. I mean once approved, how about that? 

Mr. Duaean. They cannot change the range without the approval 
of the Washington office. 

Mr. Poaage. In other words, that range is fixed here? 

Mr. Duaeean. The approval of it, yes. We try to operate on the 
other basis. 

Mr. Poacer. You fix the bottom as well as the top? 

Mr. Duaaan. Of a range, yes. 

Mr. PoaGce. So that you do control not only the maximum but 
the minimum? 

Mr. Duaaan. Yes. 

Mr. Poage. In other words, you say to them that they must pay 
a salary as well as say to them that they cannot pay. 

Mr. Duaean. I say that theoretically, but I do not say it in 
practice. I do not think there is any case where I have told them 
personally what they have to pay, for a full-time employee. 

Mr. Harvey. Do you select the directors of the various farm 
credit board districts? 

Mr. DuacGan. There are seven members of each board in each 
district. The members of the farm credit board serve ex officio as 
members of the board of directors for each of the corporations. 

One is elected by the National farm loan associations. 

One is elected by the borrowers from the banks for cooperatives. 

One is elected by the production credit associations. 

A fourth one has to be appointed by the governor from the three 
getting the highest number of votes in a nomination poll by the 
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national farm loan associations of a district, which is, in effect, an 
election. The governor can appoint one of the three. 

The other three are appointed by the Governor of the Farm Credit 
Administration. 

Mr. Harvey. By you? 

Mr. Duaaan. By me, yes. 

Mr. Poager. That, in effect, gives you control of the board, does it 
not? 

Mr. Duaaan. I do not see how it does. It does not operate that 
way. If you know your Texas boards, you would not say that I 
control them, would you? 

Mr. Poaae. I do not mean to say that you control the gentlemen, 
but I do mean to say that they cannot— 

Mr. Duaean. Either the election or the nomination of the majority 
of the board. They have that. 

Mr. Harvey. Those are for fixed terms? 

Mr. Duaaan. Yes, 3 years. 

Mr. Poacr. That one key position gives them the land bank as- 
sociation, does it not? 

Mr. Duaean. They nominate a director. 

Mr. PoaGcr. They make nominations? 

Mr. Duae@an. And I have to appoint one of the three nominated. 

Mr. Poacr. How are they nominated? 

Mr. Duaa@an. By a vote of the associations in the district. 

Mr. Poage. I am a borrower of one of those associations. I never 
remember having voted on anybody in my life. 

Mr. Duaaan. I, certainly, regret that, because we very much want 
all of the members to vote. I have to admit that I think we have had 
about the lowest percentage vote by association members on election 
of association directors in Texas of any of the districts. It is im- 
proving and I hope it will be improved more, because I think that is 
the evidence of membership interest. . 

Mr. Poace. How does a borrower vote? I mean, actually, by 
mail or at the annual meeting? 

Mr. DuecGan. They have annual meetings. 

Mr. Poager. I know we have annual meetings. 

Mr. Duaaan. And he votes at the annual meeting on the election 
of association directors. Then the association directors cast the vote 
for the election of the district directors for the district board. 

Mr. Poager. So it is at the annual meeting that you make the 
selection? 

Mr. Duaaan. The selection of your local directors, of your local 
association. 

Mr. Poacr. And the nomination can be made in open meeting by 
any members of the association? 

Mr. Duaaan. Yes; or they may have a nominating committee. 
We have been working very hard to get increased participation in the 
election of directors and in attendance at the annual meetings, because 
to me that means that if the farmers turn out in numbers, they are 
interested, and if they do not, there is somebody else running it, those 
that do turn out are running it, which may be the employees. 

Mr. Poage. I can readily understand why the Government ought 
to control agencies where the Government is putting up the money, 
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but when you get to these agencies that are paying out there is no 
provision in the present law whereby they will ever control their own 
affairs, any more than they do, is there? 

Mr. Duaaan. They control them pretty largely, except for the 
points that we have pointed out. 

You have a public interest. They sell the bonds to the public. The 
Government has a responsibility there, just the same as the Security 
and Exchange Commission has a responsibility, just the same as the 
Comptroller of the Currency has a responsibility in connection with 
commercial banks. The land banks sell consolidated bonds to the 
public. They are Federal instrumentalities. 

Mr. Poaace. I know that they do, but for instance, the First National 
Bank at Waco sells to the Federal Reserve rather than directly. 

Mr. Dueean. And the Comptroller of the Currency and the Federal 
Reserve have supervisory powers over that bank. They can tell that 
bank to replace a director tomorrow, if they want to, or an officer of 
the bank. 

Mr. PoaGer. That is, they can disqualify any officer. 

Mr. Duaean. That is replacement, is it not? 

Mr. Poace. They do not have power to say who can be named as 
president? 

Mr. Duaean. I do not say that they have the power to do that. 
I do not have power to say who can be elected as president of the 
Federal land bank. It is veto power. It is the same as they have. 

I am not after any more responsibility in connection with the land 
banks. I would rather see more of the authority delegated down to 
the local association. 

Mr. Poace. But on the land banks, you actually name, at least, 
one-half of the directors? 

Mr. Duaaan. Three out of seven. 

Mr. Poace. Three out of seven, with a complicated system about 
that other man. 

Mr. Duaean. I think the ones that nominate absolutely control. 
It will be one of these three. They have the control there. 

Mr. PoaGce. Anyhow, you actually name part of the board of di- 
rectors. 

Mr. Duaaan. Yes, that is correct. 

Mr. PoaGe. For an agency in which the Federal Government has 
no money at all. 

Mr. Duaean. That is correct. 

Mr. Poace. Do you feel that there ought to be some system worked 
out whereby these agencies as they pay out would have their own 
board of directors, or do you think that we should retain this? 

Mr. Duaaean. I think it would be a sad mistake if we had four 
different boards in each district. I think you would have a breaking 
down of a strong credit system as we have it today. I think that 
would be one of the worst things that could happen for the farmer who 
is a borrower from these institutions, if you had one board of directors 
supervising his short-term credit and another board of directors 
supervising his long-term credit and they got in disagreement as to 
whether that man is going to be foreclosed. You know what will 
happen to him pretty quick. He would be washed out very fast. 
And I think from the standpoint of economy of operations and cost to 
the farmers, and interest to the farmers, there should be one board. 
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So far as I am concerned, whatever the Congress decides as to how 
that board is selected would be perfectly satisfactory to me. If you 
want to let them elect seven of them, I have no objection, or five of 
them. If Congress should feel that two of the seven should be repre- 
senting the public, which those I appoint are doing, it is perfectly all 
right with me, or if you want to increase the board to nine and have 
two additional elected, that is all right. There are several ways that 
it can be done. 

We have discussed this subject with the directors at various confer- 
ences. The districts are not in agreement on what is the final solution. 
Some of them, in the Texas district, have certain views. If you 
discuss it with the board in Texas, you will find that one or two mem- 
bers are pretty strong for an independent land-bank board. 

Mr. Poacr. Yes, | know there is some feeling for that. I under- 
stand the argument on the other side, too, of trying to keep unified 
control. 

Mr. DuaeaGan. One thing we have to keep in mind is that it is not 
the employees or the directors, but the farmers that the credit insti- 
tutions are to serve. 

Mr. Poage. That is right. 

Mr. Duae@an. I want local responsibility and I want local account- 
ability and local authority. I think those three have to go together. 

Mr. Poace. I think so, too, but I want to see these agencies all pay 
out as fast as they can. I do think there is a great inducement to 
farmers to pay out this stock if they get control, but there is not if the 
Government is going to continue to run the affairs. It seems to me the 
greatest inducement in the world to pay out is to take charge of your 
own business. I cannot see any reason for paying off a loan at the 
bank if the bank is going to keep running my operations. I just do 
not like somebody running my business. And they do not like it 
either. 

Mr. Duaaan. I think the question of directors can be handled if 
the Congress so decides, by either having them all elected or more 
appointed or to increase the number and have an increased number 
elected, and so forth. I think from the standpoint of examinations 
and the like, regardless of how it is or who owns it, you would have to 
have that for the protection of the public that buys the bonds that 
are secured by the paper and the loans. 

Mr. Harvey. To corroborate what the chairman has said in regard 
to that, and I agree with you, too, that we do need continuing exami- 
nation, I think the most helpful thing that could happen would be 
for the various locals to feel that with the achieving of the objective 
of being wholly owned there will go with it a substantial increase in 
self-government. 

Mr. Duaean. I think you are right in that. 1 do not think you 
have heard as much from the local associations on the question, Mr. 
Chairman, but, possibly, part of the fundamental basis is the authority 
in the land banks as compared with the authority in the national farm 
loan associations, that own the land banks. That is covered in the 
law, and is independent of the authorities in Washington. The funda- 
mental question with some of them has not come to the surface. It 
is that the authroity is in the land bank as compared to the PCA. 
The authority is quite different. You have the other thing there of 
spreading the risk, which requires some operation and some authorities 
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to administer. I have been a strong advocate, and I think if you 
will follow my administration, you will find that I have delegated 
authorities very rapidly that have heretofore been retained in Wash- 
ington. 

Mr. Harvey. I want to say that I have heard no complaints: per- 
sonally against you, Governor. 

Mr. Poace. Mr. Duggan, I want to thank you on behalf of the 
committee for the splendid preparation that you have made here. I 
think it will help us a whole lot in understanding this problem. 

Mr. DuaGan. We appreciate the opportunity and we appreciate 
even more your deep interest in the welfare of the farmer. 

Mr. PoaGer. Thank you, sir. We are very much obliged to you, 
Mr. Duggan. 

a committee will stand adjourned, subject to the call of the 
hair. 


(Whereupon, at 12 noon, the committee adjourned.) 
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TUESDAY, JUNE 19, 1951 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
Washington, nic 

The committee met, pursuant to notice, at 10 a. m., in room 1310, 
New House Office Building, Hon. Harold D. Cooley (chairman) 
presiding. 

The CHarrMAN. The committee will please be in order. 

The committee is honored this morning by-having some distin- 
guished visitors from the great country of Austria. On behalf of the 
committee I welcome the delegation. “We are very happy to have you 
visit our Nation’s Capital, the city of Washington. We hope that 
you will enjoy your sojourn here and that it will be informative and 
profitable as well as pleasant. 

1 would like to recognize at this time Dr. Henry L. Bretton, who 
will present the members of the delegation from Austria. 

Dr. Brerron. I am representing Mr. Mettger, who is unable to be 
present. My name is Dr. Bretton. I am very happy to introduce 
to you the group of parliamentarians who are traveling through the 
United States, particularly the eastern part of the United States, to 
study the American way, the American life. Some of them are 
following specific interests, such as social welfare, labor-management 
questions, and so on and so forth. 

I first present Dr. Ernst Koref. [Applause.] 

I next present Ernst Grundemann-Falkenberg. [Applause.] 

I next present Dr. Pius Michael Prutscher. [Applause.] 

I next present Herr Hans Maur. [Applause.] 

I next present Max Eibegger. [Applause.] 

I next present Ludwig Kostroun. [Applause.] 

I next present Dr. W helm Rosenzweig. [Applause.] 

And | next present Dr. Franz Zamponi. [Applause.] 

Mr. Surron. I would like to say that it is a pleasure for us to 
welcome to the great State of Tennessee the gentlemen who are going 
to be there to look at TVA. 

The CHairMan. That is fine. I hope the delegation will have an 
opportunity to visit the greatest State of the Union, the State of 
North Carolina. 

I might say to the gentlemen of the committee that Bob Poage and I 
had an opportunity to meet Dr. Koref and at least one other of his 
colleagues last year. ‘This gives us even greater pleasure to see you in 
Washington. 

Mr. Horven. I was just going to suggest that if the gentlemen 
should not limit their visit to the agricultural areas in the eastern 
United States. Agriculture at its best, as everyone will agree, is in the 
203 
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Midwest. And I do think that if they are interested in diversified 
agriculture that they should get a true picture within the United 
States and not be limited to any particular geographical section of the 
country. 

The Cuatrman. Dr. Koref, several members of this committee have 
had an opportunity to visit your great country and we have always 
been very cordially received there. I think that our trips to Austria 
have been pleasant and very profitable. We would be glad to recog- 
nize you, if you would like to say something. 

Dr. Korer. Mr. Chairman and gentlemen, we thank you very much 
for the cordial reception we have found here. We are, indeed, very 
happy to be in the States. 

Every one of my colleagues, and so am I, is a first timer here in the 
United States. We are really overwhelmed by the impressions which 
we have gotten here. 

We shall stay here in the States 6 weeks and nearly 2 weeks have 
already gone. And so there remain only 4 weeks. 

We thank you very much for the kind invitations we have just re- 
ceived, but our program is fixed. The States are so large that we are 
sorry to say that we could not follow every invitation we have just 
received. 

Thank you very much. 

Mr. PoaGr. Just a word to our visitors. I want them to under- 
stand that when these fellows get out and are not bound by the armis- 
tice that they are supposed to observe in this committee, you will find 
there will be 48 different opinions as to where you should visit. You 
will find that the States of the American Union are something more 
than merely geographical symbols on the map. Iam sure none of us 
would agree—except Mr. Cooley—that he represented the greatest 
State. Nobody but Mr. Sutton would agree that he represented the 
greatest State, and so on around the list. Everyone will tell you that 

1e represents the greatest State. 

The Cuarrman. Mr. Poage will admit that Texas is the greatest 
State. 

Mr. THompson. I will admit that he represents a great State. 
That is true. 

The CuarrMan. We thank you very much for coming to visit with 
us, and we hope that you will enjoy your visit to Washington and may 
have an opportunity to see a lot of people and a lot of places while you 
are here. 

Dr. Korer. Thank you very much. 

The CuarrMaANn. We are now going into a business session and we 
will be very glad to have you and your colleagues stay with us for 
awhile. You may feel perfectly free to leave at any time you desire, 
however. 7 

Dr. Brerron. The group wishes to thank you and the clerk of the 
committee who was kind enough to introduce them to the business 
at hand and give them some general survey of agricultural problems 
in the United States prior to this meeting. 

The CuHarrMan. That is fine. 

The Chair will now recognize Mr. Dillard B. Lasseter, the Adminis- 
trator of the Farmers Home Administration. 

I would like to say that we are glad to have you here this morning. 
I am particularly glad to take advantage of this opportunity to 
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congratulate and commend you on the very splendid and magnificent 
job you have done and the manner in which you have discharged the 
high duties of vour office. I think you are one administrator who 
_has performed very satisfactorily in every way. 

I am frank to say that I do not recall having heard a single criticism 
of you as an administrator. I think you have done an excellent job. 
And our purpose in having you come here this morning was not to 
investigate vour agency nor to criticize vou, although vou might be 
criticized before you get out of here—I am not going to assure vou 
of that—but up until now vou are going along all right—I repeat, we 
have requested you to appear here this morning to give us a general 
report of the activities of vour Administration. You have been 
asked to come here because we decided that we would invite the 
administrators of all of the agencies, certainly the important agencies, 
in the Department of Agriculture to come io the commiitee room for 
the purpose of discussing the activities of the particular agency. As 
I say, I think that vour agency has done a splendid work. All of us 
take great pride in the activities of the Farmers Home Administration. 
We will be very glad to hear from you now. 

There is one other observation, however, that I would like to make. 
1 think vou, perhaps more than any other adminisirator in the 
Department, have tried to keep in close touch with this committee. 
I know perhaps more about that than some of the other members. | 
recall that on many. occasions vou have come to the Hill for the 
purpose of talking to me and to Mr. Hope and other members of the 
committee about matters affecting vour office. 1 think it is com- 
mendable that vou, as Administrator, have made an effort to keep in 
close touch with Capitol Hill where these laws are enacted. 

Mr. MeMinzian. Mr. Chairman, | will have to leave shortly and 
I want to concur in what vou have said with reference to Mr: Lasseter. 
I would like to state that the farm home organization in South Caro- 
lina is the most efficient Government agency we have ever had in 
our State. And that is due in my opinion to Mr. Lasseter’s fine 
administration. 

The CHarrmMan. At the conclusion of Mr. Lasseter’s statement 
the committee will go into executive session for the purpose of dis- 
cussing further the meat roll-back situation. I hope that the niembers 
will remain after Mr. Lasseter has concluded his statement. 

You may now proceed, Mr. fuasseter. 


STATEMENT OF DILLARD B. LASSETER, ADMINISTRATOR OF THE 
FARMERS HOME ADMINISTRATION 


Mr. Lasserer. Thank vou, Mr. Chairman and members of the 
committee. I appreciate very much what vou have said about our 
organization. | assure you that the friendly reception | have received 
here wil have a very good effect on the organization as it will make me 
more determined than ever to live up to the nice things vou have said 
about us. 

I have a prepared statement here that will require some time to read. 
At your pleasure | can brief it and give more time for questions. 

The CHARMAN. It might be well for vou to read the statement. 

Mr. Lasseter. I do want to say this before I get into the formal 
part of my statement, that whatever results we have achieved in the 
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administration of these programs, that a good deal of the credit must 
be given to this committee. In the first place, it was this committee 
that really took the lead and established the present law. As the 
chairman has stated, I have not deviated from the letter of that law. 
And when I have been in doubt about the interpretation of the spirit 
of the law, as you have stated, I have been very careful to consult 
members of this committee in order to put me right. And without 
that assistance I assure you that I could not have handled the program 
as I have. 

It is always a pleasure for me to report to the Congress on the work 
of the Farmers Home Administration. It was from the ver y thorough- 
going and constructive study of a select committee of the House 
Committee on Agriculture that the problems which low-income farm 
families face in becoming established successfully in agriculture were 
recognized and understood. From this study the House Committee 
on Agriculture—and I[ note with pleasure that many members of that 
committee are here today—developed and incorporated into a. bill 
which, through this committee’s interest and support, became the 
Farmers Home Administration Act, a program of supervised credit 
which embodied the assistance necessary to enable many family-type 
farmers to become productive, self-supporting members of their 
communities. 

That act, frequently referred to as the Cooley bill—in fact we always 
refer to it as your bill, Mr. Chairman—did much more than provide 
the necessary basic authorities for a program of agricultural credit 
designed specifically to meet the needs of farmers unable to obtain such 
assistance from other sources. It eliminated duplication in direct 
Government loans to farmers and set forth clearly and specifically the 
most complete guides for the administration of a constructive program 
that it has been my privilege to observe in many years of Government 
service. I am, therefore, particularly grateful for the opportunity to 
review with this committee my stewardship of the authorities granted 
the Farmers Home Administration, to discuss some modifications of 
those authorities which change in economic and agricultural situa- 
tions necessitate, and to solicit your counsel and cuidane e with respect 
to the improvement of all phases of our operations. At the present 
time, the Farmers Home Administration is responsible for the admin- 
istration of the following programs: 

Farm ownership, both direct and insured, including loans for 
the purchase, development, and enlargement of family-type farms. 

Farm housing loans. 

Production and subsistence loans. 

4. Water facilities loans. 

5. Emergency loans under Public Law 38. 

I am going to digress from the prepared paper. I am going to say 
that all of these extra programs have been administered by us with a 
cost of 80 percent of the cost of the two predecessor agencies were in- 
curring in 1947; that is, the old Farm Security Administration and 
the Emergency Corp and Feed Loan Division of Farm Credit. In 
addition to that, we have added the farm housing loans, insured 
mortgage loans, the disaster loans, and several of those under Public 
Law No. 38, and we have assimilated those and have cut the ad- 
ministrative costs down to slightly less than 80 percent of the pre- 
vious costs. And in addition to that we have absorbed two pay 
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raises and increased travel allowances. 
been done there, sir. 

The CuHarrMan. In addition to the Farm Security Act and the 
emergency crop and feed loan activities you have, also, served the 
people who were formally served by the Regional Agricultural Credit 
Corporation? 

Mr. Lassrerer. That comes under Public Law 38. That is the 
money that was turned over to us, and we are very proud of that. I 
do not think that this committee and this law have been given proper 
credit for a foward step in good Government administration. As 
you know now all of the direct Government le nding programs in 
agriculture have been placed under this one group. You can see 
what has been achieved by this merger. Sometimes mergers do not 
achieve the same results; that is, the result that is intended. 

The farm ownership program was authorized by title | of the Bank- 
head-Jones Farm Tenant Act enacted in 1937. It was intended by 
the authors of this act that the program of loans to farm tenants to 
enable them to become owners of family farms be inaugurated on a 
modest scale in a somewhat exploratory fashion and subsequently 
expanded and enlarged if the adopted methods should prove success- 
ful. Under the provisions of this legislation, approximately 50,000 
farm tenants, sharecroppers, and farm laborers were successfully 
established as owner operators. ‘The success of borrowers in becom- 
ing farm owners and the universal public support received by this 
program are a tribute to the vision and wisdom of its authors. 

With the passage of the Farmers’ Home Administration Act of 
1946, title I of the Bankhead-Jones Farm Tenant Act was amended 
to increase its scope and expand its operations. In addition to loans 
to farm tenants to acquire family farms, the Farmers Home Ad- 
ministration was authorized to make loans to the owners of under- 
developed or undersized farms for the development or enlargement of 
such farms into efficient family-type farms. From 1947 to 1950 the 
percent of loans made for development and enlargement, as dis- 
tinguished from loans for the purchase of farms, has increased from 
9.3 percent to 47.6 percent. The Farmers Home Administration 
Act also permitted expansion of the farm ownership program through 
the use of private credit fully insured by the Government for the same 
purposes as direct loans. During the last fiscal year, loans made by 
private lenders subject to insurance by the United States exceeded 
for the first time loans made directly from Government funds. 

Both of these amendments have proved of outstanding value to 
those farm families possessing inadequate land resources to permit 
the effective utilization of their labor resources. Through these 
amendments they are able to make their full contribution to the 
welfare of their communities and to the Nation as efficient producers 
of needed agricultural commodities and as self-sufficient citizens 
bearing their full share of responsibility for local, State, and National 
Government. Thirty-five percent of all borrowers have already paid 
these loans in full and those remaining active have paid 133 percent 
of the amount matured on their notes. 

The farm housing program authorized by title V of the Housing 
Act of 1949 provides financial and technical help to farm owners in 
building or repairing dwellings and other farm buildings. 


[ am very proud of what has 
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Our experience thus far has demonstrated the urgent need for this 
type of assistance for that group of farm people unable to secure 
credit from private and cooperative sources for providing dwellings 
which are decent, safe, and sanitary and other farm buildings that 
efficiently fit their farming operations. The fact that such farmers 
will pay for better housing is demonstrated by the collection record 
of the farm housing program during the first vear of operation. 
Of the 5,590 bo rowers with payments due December 31, 1950, 99 
percent had paid their installments in full by april 30,1951. Eighteen 
percent of this group were ahead of schedule an average of $113 

The Farmers Home Administration has reached the largest number 
of farmers through production and subsistence loans, generally 
referred to as operating loans, authorized by title I] of the Farmers 
Home Administration Act. There is an increasing need and demand 
for this type of assistance. These loans, coupled with the practical 
assistance county supervisors provide borrowers in planning and 
carrying out a well-balanced farm program are enabling many farmers 
to acquire adequate livestock and equipment, adopt improved farm 
practices, and adapt their farming operations to changing agricultural 
conditions so as to promote more effective utilization of land and 
labor resources. This committee will be pleased to know that our 
continuing emphasis on the selection of those applicants who have 
a real desire and the a ibility to improve their farming operations and 
who have a reasonable chance to become established successfully in 
farming is producing gratif: Se results. “mphasis is also being 
placed on making loans which will result in real and lasting improve- 
ments in the farming operations of borrowers. 

A recent study of approximately 27,000 borrowers who repaid 
their operating loans in full in 1949 and remained on farms showed 
that they increased the production on their farms an average of 50 
percent during the period of their loans, and paid $1,000,000 in real and 
personal property taxes for 1949. This committee would be gratified 
to see the improvement in the farming operations and living standards 
of these borrowers and note the successful way in which they have 
become established in their communities. Since 1946, approximately 
300,000 farm families have received production and subsistence loans 
and 87.7 percent of the principal amount matured has been repaid. 
Additional collections will be made in accordance with the repayment 
ability of the borrowers. Loans under the Water Facilities Act are 
made to individual farmers and groups of farmers in the arid and 
semiarid areas of the 17 Western States to install and repair water 
systems and level land. The lack of an adequate source of water for 
farmstead use and irrigation purposes is a basic problem in these 
areas. Private credit is not available to large numbers of family-type 
farm operators for these purposes, and the need and demand for this 
assistance is increasing steadily. A study of the progress of borrowers 
who repaid their loans in full in 1950 shows that the intallation of 
irrigation systems enabled them to increase the vield of corn and 
cotton more than 249 and 211 percent respectively over the vields 
obtained on a dry-land basis. The installation of farmstead facilities 
enabled borrowers to increase the average number of dairy cattle 
kept by 23 percent and the average number of other cattle 27 percent. 
Since the inception of the program in 1938 to March 31, 1950, about 
11,400 individual farmers and some 157 incorporated water associa- 
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tions have been assisted. As of December 31, 1950, 98 percent of all 
maturities on outstanding loans had been paid. 

The Farmers Home Administration has administered a program of 
emergency loans since the passage of Public Law 38. This act was 
passed 2 years ago following the 1949 blizzards in the western part 
of the Nation. The principal. lending activity under this act has 
become known as the disaster loan program. These loans are author- 
ized through designation of disaster areas by the Secretary of Agri- 
culture. They have been made to both large and small farmers who 
have suffered production losses and who, without these loans, would 
not have been able to continue their operations. Despite the produc- 
tion losses that were sustained by these farmers and the recurrence 
of adverse conditions in some areas, the repayment record on these 
loans has been unusually good. Of the $45,056,960 loaned from the 
inception of this program in April 1949 through March 31, 1951, 
$25,580,176 had matured and repayments of $21,475,419 had been 
received. Additional collections will be made on maturities as 
borrowers are able to repay. 

We have made good progress in servicing and removing from the 
records the operating loan accounts that were transferred to the 
Farmers Home Administration from the two predecessor agencies. 
As of December 31, 1950, collections made by the Farmers Home Ad- 
ministration on these old loan accounts were in excess of $225,000,000. 
It now appears that principal and interest payments on emergency 
crop and feed loans finally will reach 93 percent of the total amount 
advanced. On December 31, 1950, principal and interest collections 
on rural rehabilitation loans represented 99.2 percent of the total 
advances. We estimate that total collections on the rehabilitation 
loans will finally exceed total advances. In the servicing of these 
old loan accounts we have been making effective use of the debt 
settlement authorities contained in Public Law 518 and the Farmers 
Home Administration Act. 

The county committee system created by the Farmers Home Ad- 
ministration Act has been of untold value in improving the effective- 
ness of our program operations. Each county committee has at least 
two members who are actively engaged in farming and many com- 
mittees have members who were former borrowers of the Farmers 
Home Administration who have become successful and independent 
farmers. All committeemen are local citizens who are familiar with 
the problems family-type farmers face in becoming established suc- 
cessfully in farming and who know the agricultural conditions existing 
in their counties. They are rendering invaluable services in the selec- 
tion of those applicants who will profit most from the assistance 
available to them and in advising us on adaptations which will better 
fit our program to local needs and situations. 

We cannot lend any of this money under the act without the ap- 
proval of the committee. The control of the funds is right down in 
the county. 

Many changes have taken place in the agricultural picture since 
passage of the Farmers Home Administration Act 5 vears ago. Farm- 
ing has become more competitive, requires more efficiency, and farm 
operators must be better equipped with both the knowledge of good 
farming methods and the necessary resources. ‘These trends make it 
necessary for the Farmers Home Administration Act to be kept current 
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through appropriate amendments so that recipients of benefits under 
the act can be assisted properly under present conditions. This situ- 
ation was recognized by this committee last vear in giving its approval 
to H. R. 7268, known as the Pace bill. This bill was passed by the 
House last year. H. R. 4077, introduced by Congressman Albert of 
this committee, contains the same provisions as the former Pace bill 
and, if enacted, will accomplish the following: 

I might say here that that bill was not acted upon by the Senate 
last vear, but we have recently had hearings before the Senate Agri- 
cultural Committee, and a bill, in practically the same form as came 
out of this committee last year, has been reported out unanimously 
to the Senate, and we are hopeful that it will soon be reached on the 
calendar. 

There was one slight change made in the bill from that which was 
passed here last vear. I respectfully hope that we can soon have 
some action over here on this side. 

1. The limitation on the amount of an initial operating loan would 
be increased from $3,500 to $7,000 and the debt limit for such loans 
would be increased from $5,000 to $10,000. The need for these in- 
creases are related directly to the changed agricultural situation. 
Prices farmers have to pay for the items used in their operations have 
increased sharply in recent years. For example, a farmer who would 
have required a $3,500 loan in 1946 for operating expenses and to 
purchase machinery and livestock would have required a loan of 
approximately $5,900 for the same purposes in March 1951. In 
addition, it requires considerably more cash or credit for familv-type 
farm operators to achieve greater efficiency in their operations because 
of the need for additional mechanization, increased use of fertilizer, 
and additional investments in soil improvement, fencing, and livestock. 

2. A maximum repayment period of 7 vears would be provided in 
lieu of the present maximum 5-vear period. It would also extend 
to 7 vears the period during which a borrower may be continuously 
indebted for these.loans and be eligible for additional financial assist- 
ance. The need for these changes in the present limitation on loans is 
clearly supported by our own experience in the field of operating 
credit and by recent studies made by the North Carolina Agricultural 
Experiment Station—that was purely coincidental—and by the 
Federal Reserve bank of St. Louis. These separate sources show that 
5 vears is not sufficient time for many family-tvpe farmers to make and 
pay for needed major adjustments in their farming operations. 

3. When authority was included in the Farmers Home Administra- 
tion Act to make insured loans to farm owners for development and 
enlargement of their inadequate holdings, the formula for distributing 
between States the authority for insuring loans remained unchanged. 
Since this formula was based on the number of tenant farmers in each 
State and since 50 percent of the farm ownership loans are now being 
made to owners, this apparent inconsistency results in some States 
receiving a wholly inadequate allocation while others receive an alloca- 
tion substantially greater than can properly be used. The proposed 
legislation frees from the established distribution formula based on 
tenancy this insurance authority and permits its allocation on the 
basis of need. 

4. Many private lenders in local communities invest in insured loans 
at 3 percent interest expecting to convert such loans to a conventional 
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basis when the borrower has sufficient equity to permit. Cases have 
arisen where local statutes governing some type lenders required 
greater equity for a conventional loan than was required of other type 
lenders. It is proposed in this legislation to permit the holder of the 
insured mortgage to carry it on an insured basis until the borrower 
has sufficient equity to permit conversion to a conventional basis 
under the statutes governing the lender’s operations. If the private 
lender is unwilling to convert the insured loan to a conventional loan 
as soon as legal requirements governing his operations permit, the 
borrower will be required to refinance the loan with any other re- 
— credit source available. 

. When loans are made involving substantial land development or 
Peg conversion of a farm operation to a substantially different organi- 
zation, the net return from the development or conversion is frequently 
delayed till pastures are productive, livestock become mature, or land 
development is completed. This necessitates gearing the repayment 
schedule realistically to the increased return. The proposed legisla- 
tion permits deferment of repayments, where individual cases justify 
such action, for a maximum of two full crop vears. 

No review of our activities would be complete without particular 
reference to the administrative benefits and economies which have 
resulted from the Farmers Home Administration Act. The rural 
rehabilitation program of the Farm Security Administration and the 
emergency crop and feed loan program of the Farm Credit Administra- 
tion were merged to form the production and subsistence loan pro- 
gram of the Farmers Home Administration. With this merger, all 
duplication which had heretofore existed in the making of direct 
Government loans for operating purposes was eliminated, and 
farmers were given one central source of credit for direct loans in the 
Department of Agriculture. The tenant purchase program of the 
Farm Security Administration was continued, loans for the enlarge- 
ment and development of farms were authorized, and a new program 
of real-estate loans for farm purchase, enlargement, and development 
financed by private lenders and insured by the Government was 
inaugurated. Since the passage of the Farmers Home Administra- 
tion Act in 1946, this agency has been assigned the administration of 
two additional programs, the farm housing loan program authorized by 
the Housing Act of 1949, and the emergency loan program authorized 
by Public Law 38 in 1949. 

Although there have been two deserving statutory increases in 
salaries and one in travel allowance since 1947, the Farmers Home 
Administration is now operating the same programs which its two 
predecessor agencies operated, plus the expanded program of insured 
loans, farm housing loans and emergency loans under Public Law 38 
with approximately 80 percent of the administrative funds used by 
its two predecessor agencies in the fiscal year 1947. 

In conclusion, I want to assure this committee that it is my sincere 
desire to direct this agency in accordance with the policies prescribed 
by the Congress and to effect every economy consistent with sound 
operations. 

I wish to refer this problem to this committee which is not included 
in the statement: that the loan rate on the so-called disaster loan was 
set at 3 percent because of the nature of the loss. 
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The CuHarrmMan. Will you repeat the activities of your agency 
which deal with disaster loans and let us get that in the record. You 
said there was an appropriation of approximately $750,000. 

Mr. Lasserger. When the disaster program was first considered 
by this committee the bill provided for the administration of this pro- 
gram from February to July, that $750,000 would be made available 
for administrative expenses. Actually, during that period the Farm- 
ers Home Administration handled this program at an administrative 
cost of approximately $12,000. We of course subsidized a good deal 
of that, because we diverted people from other tasks, but the fact is 
that that money was saved. And since then we have set up a reason- 
able amount, a little over $1,000,000 for the handling of that program 
this vear and about $500,000 last year. This year we only used about 
$1,000,000. We set up $2,000,000. That is the administrative 
record of the program. 

Any other agency, no matter how efficient, if they had handled that 
program, woud have had to establish offices throughout she country. 
That, certainly, would have been overlapping and duplication. 

The CuarrmMan. I think this committee is in complete accord with 
the idea of having vou handle the disaster-loan program, but I do 
have some doubts about the advisability of making tremendous loans 
that reach anything like $300,000 or $400,000 for disasters to any 
individual. 

Mr. Lasserer. Well, I think, Mr. Chairman, you will understand 
my position there. According to the law, the man is eligible. He 
happens to be a man who is a big operator. He was reduced to such 
a financial condition that he could not get credit from other sources. 
And, believe me, we have used a microscope on the application to see 
to it that that was true, that he could not get credit. We sent our 
representative to the creditors in New England, the insurance com- 
panies. We covered ali of the banks within a 50-mile area. 

The CHArrRMAN. You can see the danger that is inherent in such a 
program. You might do the very best that you could and yet you 
might be caught in a situation where you would be accused of bailing 
out some insurance company or some banking institution. 

Mr. Lasserer. | am glad you hit upon that. The turning point 
in the disaster-loan program—and nearly all of you remember this 
because | discussed it with most of you personally—came when in the 
earliest months we realized that we could not bail out creditors. We 
stopped refinancing, and for about 2 or 3 months we were under a 
tremendous pressure from all sides on the part of private lenders to 
lend this borrower money so that they could be repaid, so that they 
could get money themselves. We resisted that. And under no cir- 
cumstances do we lend any money for refinancing. I can assure you 
of that. 

As I say, from that point on the program has become successful and 
it has now become accepted. 

In these large loans we have not bailed out any creditors. We have 
done the reverse. We have made many creditors stand aside and 
subordinate and hold back for a year or so before we made the loan. 
We have that agreement before we let the borrower bave the money. 

Our people have done a magnificent job in that program. 

Mr. Poage. Have you not this situation, for instance, when we had 
the great snowfall in western United States two winters ago we had 
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men there who had the security and the insurance companies could 
have sold them out? 

Mr. Lassermer. That is right. 

Mr. Poagr. And they could have gotten their money, but if they 
were to continue in livestock production, and if the companies were 
not going to take over those ranches—the companies were not going 
to keep the herds intact—if those cattle were to stay on those ranches, 
somebody had to feed them; they were starving. The insurance com- 
pany did not have to feed them, because they had sufficient secur ity. 

Mr. Lasseter. That is right. 

Mr. Poacr. Those companies did not want to run the ranches. 
If somebody was going to keep them running, somebody had to 
pay the feed bill. You paid the feed bill and you got your money 
back. 

Mr. Lasserer. We did not pay the past feed bills, but those ahead. 

Mr. PoaGce. I understand that. You provided the credit to pro- 
vide the feed to keep those cattle on that ranch, rather than send 
them to the slaughter pens. 

This last winter, when the freeze hit the Rio Grande Valley in 
Texas and destroyed the fruit crops, again the insurance companies 
could have sold the land and had come out whole, but if those farms 
were to produce this year, were to make cotton crops, which the 
Nation needs, somebody had to finance the cotton crops. The local 
banks were in no position to do that, because everybody had been 
hit. The insurance companies did not have to do it, because they 
had their basic security. 

As I see it, it was a question of whether you were going to finance 
the operations to water that land. It is extremely expensive to 

carry on those irrigation operations, but somebody had to pay for 
rm water that they needed to use; somebody had to pay for that 
labor, and you advanced the money to make that cotton crop this 
year. It has not yet been made. You are advancing the money, 
as I understand it, even to pick that crop. 

Mr. Lasserer. That is right. 

Mr. Poager. But if that crop is made as, apparently it will be made, 
you will get all of your money back and the Nation will get the crop. 

Many of those people were big operators. 

And when you get in the Far West on those cattle ranges they are 
all big operators. 

When you get down into the Rio Grande Valley, that is big opera- 
tion, because it takes a lot of money to handle that kind of proposition. 

That is the kind of operation that you have been financing, as | 
understand it, under this disaster-loan program. And it is not simply 
for the benefit of the man who owns it, although it certainly keeps 
him in business, but it also keeps the community intact. If vou 
allowed those big operations to close out and the insurance companies 
to come in and sell the properties, you would destroy not simply the 
man who owned the land but vou would destroy the communities 
surrounding it. You would destroy the little towns; you would 

break every business in that part of the country. 

That is the kind of disaster loans, as I understand it, you have been 
making to these large operators. They have not been simply to 
benefit one man but to keep communities going. 

Mr. Lasserer. Yes. 





214 ACTIVITIES OF THE DEPARTMENT OF AGRICULTURE 


The CuatrmMan. You require the applicant to show that he has 
applied to private sources? 

Mr. Lasserer. Yes. And we require affidavits from the applicant 
and often require rejection letters from private lenders. 

The Cuarrman. And do you require him, also, to go to the coopera- 
tive sources? 

Mr. Lasserer. PCA is considered as a private lender, so far as we 
are concerned. He has to go there first. And the PCA and the banks 
all have to turn him down. 

Mr. Garuines. Do you have the percent of loans over $100,000? 

Mr. Lasseter. You want that on loans over $100,000? Do we 
have that? 

Mr. Braswe ty. Of approximately 18,000 loans outstanding now, 
five-tenths of 1 percent are over $25,000. The loans over $100,000 
would probably be one-tenth of 1 percent; that is, those that are now 
active. That is about the ratio that they run. 

Mr. Garuines. They have paid out. They have settled in full? 

Mr. Brasweii. Yes. Repayment has been good on those loans. 

Mr. Lasseter. Mr. Thompson, I think, would tell you something 
about the rice loans after the hurricane. 

Mr. THompson. | recall that very well. 

Mr. Lasseter. All of those have been repaid. 

Mr. Braswe tt. Practically all of them. 

Mr. Lasserer. We went into the rice area in Mr. Thompson’s 
district. That practically saved that community. It has all been 
repaid. 

Mr. Tuompson. There is no doubt about it. It saved the whole 
economy. 

Mr. Lasseter. It saved that community. And they were averag- 
ing ten, fifteen, twenty thousand dollars, | suppose, down in the rice 
country. 

Mr. GaruinGs. I do not know what we would have done in Arkan- 
sas if it had not been for the disaster-loan program in 1949 and 1950. 

Mr. Lasserer. You had 2 years running there that were bad. 

Mr. THompson. The point of the disaster-loan set-up is that it is 
ready to act immediately. Just as soon as they know the circum- 
stances in each community which needs their services, they go right 
to work. 

The CHarrman. | am in complete agreement with the disaster-loan 
program, but I still doubt the wisdom of Congress making such large 
loans as have been made. 

Mr. Lasseter. We may not have any other huge loans, Mr. 
Chairman. We do not like them particularly. Last vear, when 
Congress was not in session, | was afraid that the money might run 
out; and then, when the smaller people came in and I told them I 
did not have any money, the huge loans would not look so good. 
That was my chief fear, but we did ride it out. 

The CHarrMAN. If you would limit it to $25,000 or $40,000, it would 
seem to be more reasonable than making these large loans. I have said 
to you before, if you run into disasters on account of this disaster 
program it will be disastrous to the whole Farmers Home Administra- 
tion. That is what I am afraid of. 
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Mr. Lasseter. We are conscious of all of that. As I say, we have a 
sort of poverty psychology. Large loans frighten us as much as they 
do you, I assure you. 

Mr. Garurnas. You are very careful in screening those large loans. 
Mr. Braswell gives them his closest scrutiny. 

Mr. Lasserer. When they get by him, they are all right. 

The CaarrMax. Do you think that the bill which you discussed 
earlier, H. R. 4077, is needed immediately? . 

Mr. Lasserer. I certainly do. We need it by August 14. 

The CHarrMan. The committee will, probably, waiton the Senate 
to see what action is taken over there on the companion bill. I 
assure you that I will call the committee for that purpose. 

Mr. Lasseter. Thank you. 

The CHarrmMan. There is one other question I want to ask you about 
these insured-mortgage loans. When a loan is insured and is in 
operation for a considerable time and the borrower actually acquires 
an equity which might warrant his applying to a private source under 
the present program, he is not required to convert that loan; is he? 

Mr. Lasserer. He is required when his equity runs about 35 
percent. 

Mr. Braswetu. As soon as he gets enough equity for some other 
lending agency to take him on. 

The CuarrMan. If he has acquired 35 or 40 percent equity in the 
property, then you require him to apply to Farm Credit Administra- 
tion or some other source? 

Mr. Lasseter. Yes. I might mention something that happened in 
Mr. Andresen’s State, Minnesota. In Minnesota and Wisconsin and 
Missouri, the private banks have entered into that program in greater 
number than in any other State in the Union. 

The Minnesota State law will not allow the State banks to refinance 
or to take insured loans on a regular loan basis until the borrower has a 
50-percent equity, as you know, Mr. Andresen. 

In the first place, they have loaned that money in their community. 
And then under the present law, when the borrower approaches 
35-percent equity, an outside insurance company, not subject to the 
laws of the State of Minnesota, can come in and take it away from 
him. He feels that he should be allowed to retain the loan on an 
insured basis until the State laws will permit him to carry it on. 

The Cuarrman. That is the Albert biil? 

Mr. Lasserer. Is that in the Albert or the Ellender bill? 

Mr. Braswe t. It is in the Albert bill. 

The CuarrMan. In the Albert bill? 

Mr. Lasseter. Yes. 

The CHatrMan. Are there any further questions? 

If not, we want to thank vou for this splendid report on the activi- 
ties of the agency you have administered so well. I think this is a 
very fine report. I would like to ask, at Mr. Andresen’s suggestion, 
that you furnish us for the record a financial statement. Could you 
do that? 

Mr. Lasseter. Yes; I will be glad to do it. 

(The financial statement is as follows:) 
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ScHeDuLE No. 1.—Farmers Home Administration comparative statement of assets as 
of Nov. 1, 1946, the beginning of the Farmers Home Administration, and Mar. 31,1951 


| Increase (+-) 

. ae ‘ ied ‘ or decrease 
Account Mar. 31, 1951 | Nov. 1, 1946 | (—) 1951 com- 
pared to 1946 





Cash and appropri: ited funds $48, 895, S85 $96, O89, 184 | —$47, 193, 299 
Investments 1, 000, 000 +1, 000, 000 
Loans receivable " | 564, 384, 990 608, 349, 565 —43, 964, 665 
Accounts receivable 670, 134 806, 023 —135, 889 
Accrued interest on receivables 43, 444, 309 37, 688, 326 +5, 805, 983 
Accrued interest on investments ' 4,972 +4, 972 
Project supplies 16, 956 —16, 956 
Land, structures, and equipment: 

Project real property 133, 617 12, 509, 639 —12, 376, 022 

Property under sales contracts 111, 044 +111, 044 

Equipment 2, 641, 439 3, 330, 919 —89, 480 
Acquired security or collateral: 

Real estate 732, 516 2, 304, 852 —1, 572, 336 

Chattels 7, 527 35, 767 —28, 240 
Undistributed charges. - 5, 621 5, 023, 141 —, O17, 520 
Other assets: 

On loan to other agencies. - - 140, 167 15, 171, 246 —15, 031, 079 

Judgments 1, 895, 656 401, 867 +1, 493, 789 

Total assets : 664, 067, 787 781, 677.485 | —117, 609, 698 


ScHEDULE No. 2.—Outstanding principal balance on loans receivable 


Increase (+ 
or 





Type of loans Mar. 31, 1951, Nov. 1, 1946 | decrease (— 
1951 compared 
to 1946 

Farm ownership loans $185, G28, 782 | SING, 414, 566 —$485, 784 
Production and subsistence loans 172, 117, 755 +172, 117, 755 
Water facilities loans 8, 357, 226 3, 556, 519 +4, SOO, 707 
Rural rehabilitation loans 86, 561, 632 290, 899, 195 204, 337, 563 
Emergency crop and feed loans 40, 552, 159 123, 937, 884 74, 385, 725 
Regional agricultural credit corporation loans 1, 153, 791 +1, 153, 791 
Farm housing loans 30, 984, O84 30, O84, OS4 
Disaster loans 23, 969, 632 +-23, 969, 632 
Fur loans 1,344, 958 +1, 344, 958 
Flood-damage loans, 1949-1950 2, 850, O58 4.2, 850, O58 
Sale of surplus and uneconomic units 748, 421 1, 625, : S76, 78 
Flood and windstorm loans $55, 147 1, 362, 547 1, 006, 400 
Wartime civil control administration loans 448, 771 553, 650 104, S74 
Mortgage insurance ad vances 11, 484 +11, 484 
Total loans receivable iaiaies J $564, 384, G00 608, 349, 565 — 43, 964, 665 


Mr. Lovre.. There is one question that I would like to ask Mr. 
Lasseter before he is dismissed. Would you explain the mechanics in 
determining the maximum loan value for the purchase of farms? 

Mr. Lassrrrer. I will be glad to doit. In the first place, our county 
supervisor, the county agent, our county committee and others, meet 
and they agree on what they think is the average value of efficient 
family-type farms in the county. Then it goes to our Siate director 
and State committee composed of the director of extension and the 
director of the experiment stations, among others. They all pass on 
that at the State level. It comes back here to us. We publish it in 
the Federal Register after final approval by the secretary. Then it 
becomes law so far as we are concerned, but changes can be recom- 
mended at the county level whenever they feel it is out of line. 

Mr. Lovee. For instance, if there is quite a discrepancy between 
the maximum loan value in two different counties, that is, in two ad- 
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joining counties, what can be done in order to get the loan value about 
on the same basis? 

Mr. Lasserer. Our State director could do something about that 
by getting those people together, by interceding and getting them to- 
gether and getting it done. That does exist. 

I sat in with a Georgia committee where there was two or three 
thousand dollars difference between two adjoining counties and that 
was ironed out. It can be done. The initiation is down with those 
committees, in the States. 

Mr. Lovre. So then does the final say rest with you or with the 
State director? 

Mr. Lasseter. Well, actually, it always rests with us in Washing- 
ton, but we have never overruled one yet. I am not so fatuous as to 
want to put my knowledge up against the composite knowledge of all 
of the agricultural agencies in, for instane e, South Dakota. It actually 
does rest with them. 

Mr. Lovre. That is, with the State director? 

Mr. Lasseter. That is right. And with the director of extension, 
with that committee. They all have to pass on it. 

Mr. Lovre. Thank you very much. 

Mr. Lasseter. We do not pretend to be able to do it ourselves. 
We lean on them heavily. 

The CHatrMaNn. We thank you very much. 

The committee will now go into executive session. 

(Whereupon at 11:30 a. m. the committee went into executive 
session.) 


x 


